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February  3, 1970 


Budget  Message 


To  the  Members  of  the  Legislature  of  California: 

It  is  increasingly  apparent  to  concerned  citizens  everywhere 
that  no  government — federal,  state,  county  or  city — can  continue 
an  ever-spiraling  program  of  greater  spending  accompanied  by 
heavier  taxation.  On  the  national  level,  the  President  has  made 
it  clear  that  even  the  immense  resources  of  our  federal  govern- 
ment can  be  exhausted  by  this  irresponsible  game  of  leapfrog. 
Cities  and  counties  also  are  finding  their  tax  sources  strained  to 
the  limit  and  new  avenues  of  taxation  non-existent. 

In  this  context,  I  submit  to  you  a  budget  which  could  well  be 
described  as  a  "hold-the-line"  document.  By  careful  scrutiny  and 
the  implementation  of  continuing  efficiencies  and  economies,  we 
have  pared  some  programs  and  eliminated  others  no  longer  vital 
to  the  California  of  the  1970 's.  We  have  established  our  priorities 
to  emphasize  those  programs  of  great  merit  and  deep  concern  to 
the  citizens  of  this  State. 

Overall  expenditures,  including  the  General  Fund,  Special 
Funds  and  bond  funds,  are  projected  at  $37  million  less  than 
estimated  expenditures  for  the  current  fiscal  year.  This  is 
approximately  one  percent  lower  than  projected  1969-70  ex- 
penditures. 

I  have  long  felt  that  the  budget  for  the  State  of  California 
should  be  prepared  as  two  separate  documents.  One  would  show 
those  expenditures  made  by  state  government  for  and  on  behalf 
of  its  citizens.  The  other  would  list  those  revenues  which  are  col- 
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lected  by  the  State  and  returned  directly  to  local  government  en- 
tities for  expenditure  at  the  local  level;  in  these  instances,  the 
State  is  acting  only  as  a  tax  collector. 

If  such  a  distinction  were  made,  and  I  think  it  should  be,  each 
of  us  would  have  a  much  clearer  understanding  of  just  what  it 
costs  to  run  state  government.  With  that  in  mind,  I  want  to  re- 
view with  you  some  of  the  highlights  of  this  year's  budget,  keep- 
ing clearly  in  mind  that  portion  which  is  spent  by  the  State  and 
that  portion  which  is  merely  collected  by  the  State. 

The  budget  for  state  operations,  including  both  General  and 
Special  Funds,  is  proposed  at  $1,821  million,  a  7%  increase  over 
the  revised  estimate  for  this  year. 

Approximately  $62.5  million  of  this  increase  is  for  higher  edu- 
cation. When  this  Administration  came  into  office,  $421.8  million 
was  budgeted  for  higher  education  for  that  fiscal  year.  This  budget 
I  present  for  1970-71  proposes  an  expenditure  for  the  same  pur- 
poses of  $697  million,  an  increase  in  four  years  of  65.2% — clear 
evidence  that  education  is  a  top  priority  in  this  Administration. 

This  budget  also  contains  $1,655.6  million  for  public  schools, 
an  amount  which  represents  a  34.6%  increase  in  budgeted  allo- 
cations in  the  past  four  years. 

The  State  is  fortunate  in  having  a  large  number  of  competent 
and  dedicated  employees.  To  prevent  erosion  of  their  purchasing 
power  by  inflation,  we  believe  that  an  increase  in  salaries  is 
justified.  I  have  therefore  allocated  funds  to  cover  the  equiva- 
lent of  a  5%  pay  increase  for  state  employees.  Additionally,  I  be- 
lieve the  State  should  increase  its  share  of  the  payment  for 
the  employees'  health  insurance  and  I  will  support  legislation 
to  raise  the  State's  contribution  $2.00  per  month  per  employee 
in  fiscal  1970-71. 

The  increase  for  higher  education  and  pay  increases  total 
$113.5  million.  This  is  95%  of  the  proposed  increase  for  the 
cost  of  state  operations  for  1970-71. 

Although  the  funds  requested  for  total  state  operations  show 
only  a  modest  increase,  this  gives  little  indication  of  the  tre- 
mendous effort  put  forth  by  this  Administration  to  hold  down 
state  expenditures.  We  have  held  the  total  number  of  state 
positions  at  slightly  less  than  the  current  year  level  and  have 
continued  to  resist  the  constant  annual  personnel  increase  which 
characterized  state  employment  patterns  prior  to  1967. 
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Once  again  I  must  call  attention  to  the  ever-increasing  amount 
of  the  taxpayers'  money  which  is  going  into  local  assistance  for 
welfare  and  Medi-Cal.  In  each  category,  expenditures  will  in- 
crease approximately  16%  over  the  previous  year  and  in  four 
years  the  respective  increase  in  each  field  has  been  80%. 

This  increase  in  welfare  and  Medi-Cal  in  just  four  years, 
over  and  above  what  might  be  considered  justifiable  increases 
for  inflation  and  population  growth,  is  roughly  equivalent  to 
state  support  funding  for  an  additional  nine-campus  University 
system. 

Once  again  I  will  outline  to  the  Legislature  some  suggestions 
for  bringing  this  unchecked  spending  under  control  in  those 
areas  where  the  State  has  some  measure  of  authority. 

This  year's  budget  again  increases  tax  relief  for  our  citizens: 
relief  granted  to  senior  citizens  will  go  up  $1.8  million;  relief 
to  homeowners  will  climb  $20  million,  and  our  continuing  effort 
to  reduce  the  inventory  tax  will  account  for  $53.2  million  in 
tax  relief. 

I  present  to  you  a  budget  which  equitably  and  fairly  divides 
available  funds  among  all  needs  in  a  manner  which  brings  the 
greatest  benefit  to  the  largest  number  of  citizens. 


Yours  very  truly, 


Governor 


Letter  of  Transmittal 

Dear  Governor  Reagan: 

Every  budget  is  composed  of  revenues  and  expenditures.  Turning  first  to  the  income 
expectations,  there  has  not  been  a  period  in  recent  years  when  accurate  projections  were 
more  difficult  to  make. 

The  nation  stands  at  a  fork  in  the  economic  road.  Inflation  has  run  rampant  in  recent 
years  and  there  are  those  who  think  it  may  be  beyond  control  already.  On  the  other  hand, 
the  President  is  exerting  great  pressure  to  bring  about  stabilization. 

As  of  this  date,  there  are  some  indications  the  country  may  be  entering  a  slight  dip  or 
recession.  Nationally,  housing  starts  are  down  substantially,  sales  of  new  automobiles  are 
well  below  last  year,  and  Christmas  sales  were  disappointing  to  some  retailers.  If  these 
trends  continue,  state  revenues  such  as  sales  and  income  taxes  will  show  a  failure  to  grow, 
or  possibly  even  a  decline. 

Conversely,  the  Congress  continues  to  pass  bills  authorizing  expenditures  in  excess  of 
levels  recommended  by  the  executive,  and  strikes  throughout  the  private  sector  show  that 
upward  pressures  on  wages  and  prices  are  strong.  If  these  factors  prevail,  state  revenues 
will  continue  to  climb. 

For  the  coming  year,  the  Department  of  Finance  has  chosen  a  middle  route,  splitting  the 
difference  between  low  estimates  if  economic  downturn  occurs  and  high  estimates  if  infla- 
tion runs  unchecked. 

Turning  to  the  expenditure  side,  we  are  confronted  immediately  by  the  spiraling  costs  of 
welfare  and  medical  aid,  in  many  cases  mandated  by  statute.  These  programs  are  growing 
by  14  percent  and  17  percent,  respectively,  far  outstripping  the  growth  in  revenues. 

Since  we  refuse  to  accept  the  tenets  of  those  who  would  spend  and  spend,  tax  and  tax, 
we  have  been  forced  to  sharply  and  critically  rethink  spending  in  areas  subject  to  executive 
control. 

Much  of  this  study  has  been  highly  beneficial,  increasing  efficiency  and  improving  effec- 
tiveness. Programs  which  are  no  longer  of  major  importance  have  been  pared.  There  are 
some  areas  of  great  need,  such  as  aid  to  local  schools  and  environmental  improvement, 
which  could  have  beneficially  used  a  substantial  portion  of  the  increases  which  it  was 
necessary,  under  law,  to  allot  to  welfare  and  medical  aid. 

The  major  work  on  this  budget  was  done  with  consummate  skill  by  my  highly  respected 
predecessor,  Caspar  W.  Weinberger,  who  resigned  December  31,  1969,  to  accept  a  position 
of  nationwide  responsibility  with  the  federal  government.  Through  his  achievements  it  is 
possible  to  present  a  budget  which  meets  with  your  express  desires  that  spending  be  held 
in  tight  rein  and  that  there  be  no  need  for  tax  increases. 

In  accordance  with  Article  IV,  Section  12,  of  the  State  Constitution,  I  have  the  honor 
to  submit  to  you  the  Budget  of  the  State  of  California  for  the  fiscal  year  commencing 
July  1,  1970,  and  ending  June  30,  1971. 


VERNE  ORR 
February  3,  1970  Director  of  Finance 
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Actual 
19G8-69 

Estimated 
1969-70 

Estimated 
1970-71 

$4,135,888,293 

$4,342,267,442 

$4,706,993,231 

1,253,785,312 

2,634,123,587 

20,874,048 

1,338,515,630 

3,096,162,748 

181,451,371 

$4,616,129,749 

1,431,962,071 

3,317,210,605 

47,715,901 

$3,908,782,947 

$4,796,888,577 

227,105,346 

-273,862,307 

-89,895,346 

395,051,960  4 

622,157,306 

348,294,999 

$622,157,306 
228,000,000 

$348,294,999 
228,000,000 

$258,399,653 
228,000,000 

85,011,374 
309.145,932 

7,553,557 
112,741,442 

2.002,812 
28,396,841 

Schedule  1 

GENERAL   BUDGET   SUMMARY1 

General  Fund 

Reference 

INCOME  2  Schedule 

Existing  revenue  program 2 

EXPENDITURES  3 

State  Operations 3 

Local  Assistance  3 

Capital  Outlay 3 

Total  Expenditures 3 

CURRENT  SURPLUS  OR  DEFICIENCY 

PRIOR  YEAR  RESOURCES  AVAILABLE  __  4 

ENDING  RESOURCES 

Reserve  for  working  capital  5 4 

Reserve  for  unencumbered  balances  of  continu- 
ing appropriations 4 

Free  surplus 4 

Special  Funds 

INCOME  2 

Existing  revenue  program 2  $1,314,443,929  $1,390,397,951  $1,416,493,144 

EXPENDITURES  3 

State  Operations 3  324,808,719  362,728,496  389,074,670 

Local  Assistance   3  546,515,346  654,326,415  659,514,465 

Capital  Outlay 3  486,543,988  440,128,858  307,505,190 

Total   Expenditures   3  $1,357,868,053  $1,457,183,769  $1,356,094,325 

CURRENT  SURPLUS  OR  DEFICIENCY ^13,424,124  -66,785,818  60,398,819 

TRANSFER  TO  NON-GOVERNMENTAL 

COST  FUND 4  -  -20,468 « 

PRIOR  YEAR  RESOURCES  AVAILABLE—     4  359,234,166  315,810,042  249,003,756 

ENDING  RESOURCES $315,810,042  $249,003,756  $309,402,575 

Reserves    4  61,259.155  37,532,021  34,921,145 

Free  surplus 4  254,550  887  211,471,735  274,481,430 

i  The  General  Budget  Summary  includes  the  revenues  and  expenditures  of  all  state  funds  and  activities  that  reflect  the  cost  of  state 
government.  The  transactions  involving  bond  funds,  federal  funds,  and  other  funds  are  excluded. 

2  Income  for  the  General  Fund  includes  revenues  which  were  orginally  deposited   in  a  special  fund  and  subsequently   transferred  to 

the  General  Fund,  and  transfers  of  surplus  from  special  funds.  Such  amounts  are  reduced  from  special  fund  revenues. 

3  Outgo  from  the  General  Fund  includes  amounts  transferred  to  special  funds  and  expenditures  from  special  funds  are  reduced  by  a 

like  amount. 

4  Ending  General  Fund  resources  for  1967-68  were  originally  reported  at  $382,493,434.  However,  the  State  Controller  on  November 

1,  1969,  adjusted  this  figure  upward  by  $12,558,526,  representing  prior  year  adjustments  reported  after  the  1967-6S  yearend  re- 
port had  been  made. 

5  In  1966-67  the  General  Fund  borrowed  $194  million  from  special  funds  to  meet  cash  needs  that  could  not  be  repaid  from  existing 

revenues  at  yearend.  This  borrowing  was  repaid  from  additional  revenues  raised  during  1967-68,  and  this  amount  was  set  up 
as  a  budgetary  reserve  for  working  capital  in  1968-69  to  indicate  the  amount  of  surplus  that  could  not  be  spent  if  the  yearend 
cash  position  was  to  be  protected.  Since  the  revenue  accrual  system  adopted  in  1966—67  causes  budgetary  surplus  to  grow  faster 
than  available  cash  resources,  this  Reserve  for  Working  Capital  must  be  adjusted  periodically  to  conform  to  current  conditions. 
At  this  time,  the  Reserve  for  Working  Capital  is  being  adjusted  upward  to  $228  million  for  1968-69  and  subsequent  years, 
representing  the  difference  between  the  General  Fund  surplus  and  the  balance  of  the  account  "Cash  in  State  Treasury"  as  re- 
ported by  the  State  Controller  as  of  June  30,  1969. 

6  Chapter  1249,  Statutes  of  1969,  abolished  the  Tacht  and  Ship  Brokers  Fund  and  transferred  to  balance  to  the  Harbors  and  Water- 

craft  Revolving  Fund — a  nongovernmental  cost  fund. 
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Schedule  1-A 
GENERAL   FUND   SURPLUS  AVAILABLE    FOR  APPROPRIATION   JUNE  30,    1970 

RECONCILIATION   OF   THE   CHANGES   FROM  THE   PREVIOUS   BUDGET   ESTIMATES 


1968-69  Fiscal  Year 

Income  (Revenue  and  Transfers)   

Outgo  (Expenditures  and  Transfers)  : 

State  Operations 

Local  Assistance 

Capital  Outlay 

Subtotal  Expenditures   and  Transfers 

Prior  Tear  Surplus  Adjustments 


1969-10 
Oovernor's 

Budget 
Previous 
Estimate 

1910-11 

Oovernor's 

Budget 

Revised 

Estimate 

Adjustment 

of 

Surplus 

$4,074,089,069 

$4,135,888,293 

$61,799,224 

1,275,924,768 

2,640,238,741 

S3,550,104 

1,253,785,312 

2,634,123,587 

20,874,048 

22,139,456 

6,115,154 

62,676,056 

$3,999,713,613  a 

$3,908,782,947 

$90,930,666 

$12,558,526 

$12,558,526 

1969-70  Fiscal  Year 

Income  (Revenue  and  Transfers) $4,225,996,476  c  $4,342,267,442  a  $116,270,966 

Outgo  (Expenditures  and  Transfers)  : 

State  Operations   1,345,933,105               1,338,515,630  7,417,475 

Local  Assistance 2,998,160,828               3,096,162,748  -98,001,920 

Capital  Outlay 90,656,758                  181,451,371  -90,794,613 

Subtotal  Expenditures  and  Transfers $4,434,750,691  b  $4,616,129,749  -$181,379,058 

Reserve  for  unencumbered  balances  of  continuing  appropriations $13,972,875  $7,553,557  $6,419,318 

Reserve  for  Working  Capital $194,000,000  $228,000,000  e  -$34,000,000 

EFFECT  OF  REVISED  ESTIMATES  AS  REPORTED  IN  THE  1970-71  GOVERNOR'S  BUDGET $72,599,642 

GENERAL  FUND  SURPLUS  AVAILABLE  FOR  APPROPRIATION,  June  30,  1970  as  estimated  in  the 

1969-70  Budget  $40,141,800 

GENERAL  FUND  SURPLUS  AVAILABLE  FOR  APPROPRIATION,  June  30,  1970  as  estimated  in  the 

1970-71  Budget  $112,741,442 

1969-10  Oovernor's  Budget 

a  Refer  to  Schedule  1 $3,999,713,613 

b  Refer  to  Schedule  1 $4,434,750,691 

c  This  amount  reflects  the  reduction  of  $100,000,000  proposed  in  the  Governor's  Budget  of  1969-70  for  a  one-time  personal  income  tax 

reduction. 

a  This  revised  amount  reflects  the  modified  action  by  the  Legislature  in  adopting  the  Governor's  tax  reduction  proposal. 

e  In  1966-67  the  General  Fund  borrowed  $194  million  from  special  funds  to  meet  cash  needs  that  could  not  be  repaid  from  existing 
revenues  at  yearend.  This  borrowing  was  repaid  from  additional  revenues  raised  during  1967-68,  and  this  amount  was  set  up 
as  a  budgetary  reserve  for  working  capital  in  1968-69  to  indicate  the  amount  of  surplus  that  could  not  be  spent  if  the  yearend 
cash  position  was  to  be  protected.  Since  the  revenue  accrual  system  adopted  in  1966-67  causes  budgetary  surplus  to  grow  faster 
than  available  cash  resources,  this  Reserve  for  Working  Capital  must  be  adjusted  periodically  to  conform  to  current  conditions 
At  this  time,  the  Reserve  for  Working  Capital  is  being  adjusted  upward  to  $228  million  for  1968-69  and  subsequent  years, 
representing  the  difference  between  the  General  Fund  surplus  and  the  balance  of  the  account  "Cash  in  State  Treasury"  as  re- 
ported by  the  State  Controller  as  of  June  30,  1969. 
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EXPENDITURE  DOLLARS 

1970-71  FISCAL  YEAR  (CHART  1) 


TOTAL  EXPENDITURES 


15.4%  PROPERTY 
TAX  RELIEF  AND 
SHARED  REVENUE 


1.2%  BUSINESS 
AND  COMMERCE 
1.8%  RESOURCES 
.6%  CORRECTIONS 

B%  PROPERTY 
TAX  RELIEF 
AND  SHARED 
REVENUE 


10.0  % 
TRANSPORTATION 

2.8%  CORRECTIONS 

1.8  %  RESOURCES 
1.8  %  BUSINESS  AND  COMMERCE 
1.4  %  ADMINISTRATION  AND 
FISCAL  MANAGEMENT 


31.1  %  HEALTH 
AND  WELFARE 


14.8  %  HIGHER  EDUCATION 


GENERAL  FUND  EXPENDITURES 


1970-71  FISCAL  YEAR  (CHART  2) 


TOTAL  REVENUE 


9.5%  BANK  AND 
CORPORATION  TAX 


3.7  %  CIGARETTE  TAX 


15.9%  HIGHWAY 
USER  TAX 


23.1  %  PERSONAL 
INCOME  TAX 


LICENSE  FEES 
INHERITANCE  AND  GIFT  TAXES 
INSURANCE  TAX 
LIQUOR  TAXES  AND  FEES 
HORSERACING  FEES 

4.8%  ALL  OTHER 


30.2%  SALES  TAX 


39.3  %  SALES  TAX 

3.9%  ALL  OTHER 
1.3  %  HORSERACING  FEES 
2.5  %  LIQUOR  TAXES  AND  FEES 

3.2%  INSURANCE  TAX 

3.9%  INHERITANCE       34% 
AND  GIFT  TAXES    CIGARETTE 

TAX 


30.1% 
PERSONAL 
INCOME 
TAX 


12.4%  BANK  AND 
CORPORATION  TAX 


GENERAL  FUND  REVENUE 


WiyMfyAu  <^  1970-71  Ptoyuin, 
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Format  Changes 

The  budget  for  1970-71  represents  a  further  step 
in  transition  to  program  budgeting.  For  the  second 
year  information  is  presented  on  a  program  basis.  In- 
formation on  expenditures  and  accomplishments  for 
all  state  programs  and  a  summary  of  traditional  detail 
by  department  is  included  in  a  single  document  this 
year.  The  summary  of  traditional  detail  provides  in- 
formation necessary  for  crossover  to  the  appropria- 
tion schedules  which  will  continue  to  be  made  in  the 
same  manner  as  last  year.  Capital  Outlay  schedules 
and  various  five-year  construction  programs  are  con- 
tained in  a  separate  volume.  Salaries  and  Wages  for 
authorized  programs  as  well  as  program  changes  are 
published  in  a  separate  supplement.  A  budget  supple- 
ment on  District  County  and  Citrus  Fruit  Fairs  is 
also  provided. 

Allocation  Technique  Used  in  Budget  Decisions 

The  expenditures  reflected  in  this  proposed  budget 
are  based  on  a  unique  and  stringent  review  for  the  ne- 
cessity of  state  programs.  Beginning  in  July  of  1969 
departments  were  asked  to  develop  their  budgets  with- 
in a  basic   allocation  which  in  most  cases  was   less 


than  the  amount  authorized  for  the  department  in  the 
current  year.  Departments  were  asked  to  assess  their 
own  priorities  based  on  Programming  and  Budgeting 
System  techniques.  Within  the  basic  allocation,  they 
were  to  fund  only  those  programs  which  were  most 
vital  to  meet  pressing  public  needs.  Bach  department 
was  also  invited  to  submit,  if  deemed  necessary,  sup- 
plemental requests  in  priority  order  for  existing,  new 
and  changed  programs,  which  could  not  be  funded 
within  the  basic  allocation.  Both  the  basic  and  supple- 
mental requests  were  given  a  careful  review  by  the 
appropriate  agency  secretary  and  the  Department  of 
Finance,  and  presented  to  the  Governor's  cabinet 
where  a  composite  evaluation  of  all  supplemental  re- 
quests was  made.  After  all  decisions  by  the  Governor 
as  to  program  levels  were  complete,  departments 
were  authorized  to  prepare  their  final  budgets. 

This  process  was  a  valuable  aid  in  preparing  the 
1970-71  Budget  in  two  major  ways:  (1)  It  provided 
departments  with  the  necessity  and  the  opportunity 
to  assess  critically  the  relative  importance  of  their 
program  activities.  (2)  It  gave  the  Governor  and  top 
executive  staff  an  effective  means  of  making  program 
decisions  and  funding  expenditures  across  state  gov- 
ernment within  constraints  of  the  revenue  program. 


TABLE  1 

EXPENDITURES  BY  CHARACTER  AND  SOURCE  OF  FUNDS 

(In  millions) 


Actual 
1968-69 
State  Support: 

General  Fund $1,253.8 

Special  Revenue  Funds 324.8 

Totals,  Governmental  Cost  Funds $1,578.6 

Bond  Funds , 

Local  Assistance : 

General  Fund 2,634.1 

Special  Revenue  Funds 546.5 

Totals,  Governmental  Cost  Funds $3,180.6 

Bond  Funds (2.6) 

Capital  Outlay : 

General  Fund 20.9 

Special   Revenue  Funds 486.5 

Totals,  Governmental  Cost  Funds $507.4 

Bond  Funds (400.5) 

TOTALS 

General  Fund $3,908.8 

Special  Revenue  Funds 1,357.8 

Totals,  Governmental  Cost  Funds $5,266.6 

Bond  Funds (406.1) 

GRAND  TOTALS,  ALL  FUNDS $5,672.1 


Estimated 
1969-70 

$1,338.5 
362.7 

$1,701.2 


3,096.2 
654.4 

$3,750.6 
(6.6) 


181.4 
440.1 

$621.5 
(437.5) 


$4,616.1 
1,457.2 

$6,073.3 
(444.1) 

$6,517.4 


Proposed 
1970-71 

$1,432.0 
389.1 

$1,821.1 


3,317.2 
659.5 

$3,976.7 
(0.1) 


47.7 
307.5 

$355.2 
(327.2) 


$4,796.9 
1,356.1 

$6,153.0 
(327.3) 

$6,480.3 


Change  from  1969-70 
Amount        Percent 


$93.5 
26.4 


$119.9 


221.0 
5.1 


$226.1 
(-6.5) 


-133.7 
-132.6 


-$266.3 
(-110.3) 


$180.8 
-101.1 


79.7 
(-116.8) 


7.0 
7.3 

7.0 


7.1 
0.8 


-$37.1 


6 

(-98.5) 


-73.7 
-30.1 

-42.8 
-25.2 


3.9 
-6.9 

1.3 

(-26.3) 

-0.6 
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An  Overview 

The  result  of  this  intensive  review  of  proposed  ex- 
penditures is  contained  in  this  the  1970-71  Budget 
document;  highlights  of  the  budget  follow.  Overall, 
expenditures  for  1970-71  are  $37.1  million  (0.6  per- 
cent) lower  than  the  revised  1969-70  estimated  ex- 
penditures and  only  $254.7  (4.1  percent)  higher  than 
the  budget  as  submitted  in  1969-70.  This  is  due 
primarily  to  the  extensive  review  of  programs  and 
the  decision  to  defer  construction  projects  in  coopera- 
tion with  the  federal  government's  efforts  to  combat 
inflation.  While  a  number  of  individual  department's 
budgets  are  lower  in  total  for  1970-71  over  the  1969- 
70  estimate,  major  increases  occur  as  in  previous  years 
in  the  fields  of  Health  and  Welfare  and  Higher  Edu- 
cation. 

Expenditures  for  State  Operations  in  1970-71  are 
approximately  $119.9  million  greater  than  the  revised 
1969-70  estimate  of  which  Higher  Education  accounts 
for  approximately  $32.5  million,  salary  increases  for 
$81  million,  and  necessary  workload  increases  and 
debt  service  for  the  major  remaining  increases. 

State  expenditures  for  Local  Assistance  are  sub- 
stantially increased.  The  1970-71  Budget  is  proposed 
at  $3,976.8  million  an  increase  of  $219.7  million  (5.8 
percent)  in  expenditures  over  the  current  year  revised 
estimate.  These  increased  expenditures  are  in  three 
major  program  areas:  Social  Welfare  $80  million  (14 
percent)  ;  Medical  Assistance  Program  $65  million 
(17  percent)  ;  and  Mental  Health  $20  million  (13  per- 
cent). 

Increases  of  $56  million  (22  percent)  in  previously 
approved  Property  Tax  Relief  Programs  are  also  in- 
cluded in  the  Local  Assistance  totals. 

Among  other  things  this  budget  includes  funds  for : 

•  Continuing  the  largest  single  increase  in  state  aid 
to  public  schools  of  $120.5  million  that  was  pro- 
vided in  the  1969-70  Budget. 

•  Funds  in  the  amount  of  $81  million  for  salary  in- 
crease to  provide  the  equivalent  of  a  5-percent  in- 
crease for  all  state  employees  under  a  salary-setting 
authority. 


•  Higher  Educational  opportunity  programs  to  aid 
disadvantaged  students  in  the  amount  of  $9.1  mil- 
lion, together  with  an  additional  $10.9  million 
funded  through  University  resources. 

•  The  staffing  of  hospitals  for  the  mentally  ill  at  100 
percent  of  the  standard  recommended  by  the  Cali- 
fornia Commission  on  Standards  in  January,  1970. 
The  budget  also  provides  for  140  additional  nurs- 
ing positions  to  accelerate  the  implementation  of 
the  100  percent  standard  in  hospitals  for  the  men- 
tally retarded. 

•  Meeting  the  expanding  demands  for  outdoor  rec- 
reational opportunities — an  expected  39  million  vis- 
itors in  1970-71.  $24.4  million  in  funds  is  provided 
for  operation  and  development  of  Parks  and  Rec- 
reation facilities. 

•  Major  efforts  to  research,  develop  and  enforce  air 
and  water  quality  standards  through  programs  for 
the  Water  Resources  Control  Board  and  Air  Re- 
sources Board. 

•  The  creation  of  the  Division  of  Consumer  Affairs 
and  expanded  efforts  to  accelerate  programs  which 
contribute  to  consumer  protection. 

•  The  Department  of  Public  Works  for  the  study 
and  control  of  air  pollution  including  the  conver- 
sion of  many  of  the  department's  vehicles  to  com- 
pressed natural  gas.  Also,  the  Department  of  Gen- 
eral Services  is  converting  a  portion  of  the  Los  An- 
geles motor  pool  to  natural  gas.  This  will  be  done 
in  cooperation  with  the  Air  Resources  Board. 

•  Law  enforcement  programs  including  expansion  of 
narcotic  control  capability  and  continued  develop- 
ment and  implementation  of  the  Criminal  Justice 
Information  System  (CJIS).  Through  the  Com- 
mission on  Peace  Officers  Standards  and  Train- 
ing, provision  is  made  for  training  an  estimated 
19,000  officers  in  1970-71. 


A-10 


ScUtCOtiOrt 


Public  education  in  California  is  more  than  the 
5,000,000  youths  and  adults  attending  public  elemen- 
tary schools,  high  schools,  community  colleges,  state 
colleges  or  universities.  It  is  more  than  a  field  of  em- 
ployment for  nearly  500,000  people  in  the  State  of 
California.  It  is  more  than  a  collection  of  dry  sta- 
tistics, expenditure  records,  trends  and  projections. 
For  the  development  of  man 's  intellect  and  the  use  of 
his  cumulative  knowledge  are  the  basis  of  human 
progress.  In  no  other  public  arena  has  California 
made  a  greater  commitment  .  .  .  the  investment  in  ed- 
ucation is  an  investment  in  California's  future.  Long 
ago,  the  people  of  California  determined  that  its 
youth  would  have  the  opportunity  to  attend  public 
schools  from  kindergarten  through  college.  The  1970- 
71  Governor's  budget  fulfills  that  intent  and  promise. 

This  budget  document  proposes  the  methods 
whereby  these  historic  goals  may  be  carried  out  and 
at  the  same  time  reflects  ever-changing  educational 
needs.  It  proposes  a  balanced  allocation  of  our  fiscal 
resources  presented  in  program  format.  It  presup- 
poses several  principles  which  supply  a  basis  for 
decision-making : 

A  free  society,  to  remain  free,  must  provide  qual- 
ity education  appropriate  to  the  capabilities  and 
motivations  of  its  citizens. 

Quality  education  requires  the  dedicated  services" 
of  well-prepared  teachers  whose  primary  interest 
and  motivation  are  the  education  of  students. 

Quality  education  requires  diversity  of  content, 
methods  and  objectives. 

Society  must  insure,  within  the  free  enterprise 
system,  that  no  qualified  individual  is  deprived  of 
higher  education  because  of  economic  circumstance 
or  prejudice. 

Private  schools  and  independent  colleges  and  uni- 
versities should  flourish  alongside  our  public  insti- 
tutions as  essential  parts  of  a  total  education  sys- 
tem. 

The  control  of  institutions  should  be  responsive 
at  the  local  level  so  that  to  the  extent  possible  the 
people  can  effectively  participate  in  decisions  af- 
fecting educational  policy  and  operations. 


Much  of  the  greatness  of  tomorrow  will  come  from 
our  schools — from  those  young  men  and  women  who 
are  now  applying  themselves  to  the  lessons  of  life.  To 
help  these  young  people — and  to  preserve  and  en- 
hance society — it  is  vital  that  a  healthy  and  creative 
educational  system  be  maintained.  It  must  be  a  system 
which  is  responsive  to  the  present  and  relevant  to  the 
times  to  come.  It  must  also  be  a  system  which  takes 
advantage  of  the  great  innovations  of  society — thus 
to  provide  a  learning  which  is  meaningful  and  which 
makes  every  taxpayer's  dollar  count  for  progress. 

This  monumental  task  can  be  illustrated  in  the 
chart  and  related  table  in  the  next  column. 

The  most  significant  conclusion  to  be  drawn  from 
this  chart  is  that  one  out  of  every  four  Californians 
is  enrolled  in  a  public  educational  institution  deriving 
its  support  from  state  and  local  taxpayers.  Further, 
this  segment  of  our  population  is  increasing,  as  evi- 
denced by  the  changes  noted  in  the  chart  and  table. 
It  should  also  be  noted  that  while  the  enrollment  has 
increased  by  about  55  percent  in  the  10-year  period, 
the  general  population  has  increased  only  27.17  per- 
cent. While  a  growing  population  accounts  for  a  por- 
tion of  the  increased  enrollment  it  can  be  seen 
that  there  is  also  an  increase  resulting  from  a  greater 
number  of  people  of  all  ages  attending  public  schools. 
It  would  therefore  appear  that  not  only  school-aged 
people  but  all  of  our  citizens  are  participating  to  a 
greater  degree  in  the  acquisition  of  knowledge  which 
is  available  in  our  public  educational  institutions. 

Enrollment 

In  a  short  10-year  period,  public  education  has  ac- 
commodated a  significantly  increasing  number  of  stu- 
dents from  kindergarten  through  college.  In  Table  2 
the  estimated  total  enrollment  for  the  budget  year  is 
shown  in  relation  to  the  1960-61  fiscal  year  actual 
enrollment. 

Associated  with  the  burgeoning  enrollment  is  the 
need  to  provide  the  financial  resources  for  quality 
education.  Chart  4  illustrates  the  relationship  between 
the  public  school  enrollment  and  what  the  taxpayers 
dollar  buys. 
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CHART  3 


CHART  4 


1  OUT  OF  4  CALIFORNIANS 
ENROLLED  IN  PUBLIC  SCHOOLS 


1960 


ENROLLED 
22.4% 


1970 


ENROLLED 


27.3% 


ENROLLED 


1960 
1970 


3,481,575 
5,407,350 


NOT  ENROLLED 


1960 
1970 


12,085,425 
14,388,650 


TOTAL  POPULATION 


1960 
1970 


15,567,000 
19,796,000 


10  Yr.  Change 


1,925,775 


2,303,225 


4,229,000 


%  Change 


55.31 


19.06 


27.17 


TABLE  2 

Enrollment,  Public  Education  in  California  l 

1960  &  1970 

Actual  Estimated       10-year 

1960  1970 

K-8    (ADA)  2   2,401,038  3,235,000 

8-12     (ADA)     753,968  1,345,000 

13-14     (ADA)     129,432  385,000 

Adults   (8-14) 77,473  140,000 

State  Colleges   (FTE)  3 69,322  198,000 

University  of  California  (FTE) 48,354  101,700 

Hastings  College  of  Law  (FTE) 638  1,200 

California  Maritime  Academy  (FTE)  __            224  250 

Special  Schools  (In  residence) 1,126  1,200 

TOTALS    3,481,575  5,407,350     1,925,775 

1  Source:  Governor's  Budget  for  1962-63  and  1970-71. 

2  ADA= Average  Daily  Attendance. 

»  FTE=Full-time  Equivalent  students. 


change 

Percent 

833,962 

34.73 

591,032 

78.39 

255,568 

197.45 

62,527 

80.71 

128,678 

185.62 

53,346 

110.32 

562 

88.09 

26 

11.61 

74 

6.57 

55.31 


WHAT  DO  YOUR  STATE  TAX  DOLLARS 
BUY  IN  EDUCATION   FOR  1970-71 


HIGHER  EDUCATION  (A) 


ENROLLMENT 
301,150; 


EXPENDITURE 
$666,230,000 


COMMUNITY  COLLEGES  (A) 


ENROLLMENT 
460,000 


EXPENDITURE 
$151,983,000 


K-12  ELEMENTARY  THROUGH  HIGH  SCHOOL 


ENROLLMENT 
4,646,200 


EXPENDITURE 
$1,524,514,000 


TOTALS 


ENROLLMENT 
5,407,350 


EXPENDITURE 
$2,342,727,000 


Va  of  all  Californians  are  enrolled  in  Public  Schools 


(A)  Does  not  include  capital  construction  funds 

Expenditures 

The  increase  in  public  school  enrollment,  in  addi- 
tion to  the  inflationary  impact,  is  the  major  cause  of 
increasingly  higher  budgeted  expenditures  for  edu- 
cation in  California.  Table  3  indicates  the  total  ex- 
penditure program  for  education. 

TABLE  3 

Expenditures  for  Education 

General  Fund 

(In  Thousands) 

1968-69      1969-70      1970-71        Change  from  1969-70 

Support  Actual       Estimated      Proposed         Amount        Percent 

EDUCATION 

Commission  on  Educa- 
tion Reform -  -  $10  $10 

Department  of  Educa- 
tion            $16,929        $19,994  18,611  -1,383 

State  Teachers'  Retire- 
ment    861  1,255  1,400  145 

Total  Support,  Edu- 
cation          $17,790        $21,249        $20,021        -$1,228    (-5.8%) 

HIGHER  EDUCATION 
Coordinating  Council  for 

Higher  Education  ._  $505  $579  $591  $12 

University  of  California        290,546        329,679        333,000  3,321 

Hastings  College  of  Law  803  1,058  1,231  173 

State  Colleges 237,549       288,116        314,000         25,884 

Maritime  Academy 700  815  762  -53 

Board   of   Governors  of 
the   California   Com- 
munity Colleges  ___  592  841  838  -3 
State    Scholarship    and 

Loan  Commission  __  8,438         13,611  16,646  3,035 

Total  Support,  Higher 

Education $539,133      $634,700      $667,068       $32,368      (5.1%) 
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TABLE  3 — Continued 

Expenditures  for  Education 

General  Fund 

(In  Thousands) 

1968-69      1969-70      1970-71        Chanje  from  1969-70 

Local  Assistance  Actual        Estimated      Proposed  Amount         Percent 

Apportionments  for  pub- 
lic schools  $1,315,383  $1,416,157  $1,432,627        $16,470 

Apportionments  for 
public  schools — One- 
time "X  factor"  *_-  -  30,293 

Instructional    television  726  850  875  25 

Compensatory  education  10.482  11,000  11,000 

Educational  Improve- 
ment Act — One-time 
"X  ractor"1 -  5,000 

Public   elementary 
school     reading     In- 
struction    15.341  16,000  18,000  2,000 

One-time  "X  factor" •  -  7,974 

Mathematics  Improve- 
ment program 863  925  925 

Children's  centers  _—  13,952  19,447  19,400  -47 

Grants    to   teachers   of 
physically  handi- 
capped minors 125  150  150 

Loans  to  teachers  of 
educationally  handi- 
capped minors -  50  -  -50 

State  school  lunch  pro- 
gram    -  500  -  -500 

Free  textbooks 19,632  22,989  21,300         -1,689 

Assistance     to     public 

libraries    1,160  1,252  1,000  -252 

Vocational  education  __  875  1,330  1,330 

Teacher's  retirement  *_  71.500  79.000         91,000  12,000 

Debt  service 48,001  49,077  53,531  4,454 

Assistance  to  new  jun- 
ior colleges 4.269  - 

Community  colleges  Ex- 
tended Opportunity 
Program    3,004  4,500  1,496 

Totals,  Local  Assist- 
ance— Continuing 
Program    $1,502,309  $1,621,731  $1,655,638        $33,907       (2.1%) 

Totals,  Local  Assist- 
ance, One-time  "X 
factor" -        $43,267  -  -  (-) 

One-time  "X"  factor 
transfer  to  State 
Construction  Pro- 
gram Fund ' -        $49,000  -  -  (-) 

1  One-year  appropriation,  only. 

2  Current  cash  obligation  only  and  does  not  include  the  annual  prospective  debt  incurred. 

Elementary  and  Secondary 

Over  5.1  million  pupils  in  nearly  1,100  school  dis- 
tricts throughout  the  state  will  be  enrolled  in  classes 
beginning  with  kindergarten  and  ending  with  grade 
14  in  the  community  college  system.  The  state  will 
apportion  over  $1.4  billion  for  the  foundation  support 
of  these  pupils  in  1970-71.  Additional  special  appor- 
tionments are  provided  for  programs  in  automobile 
driver  training  and  instructional  TV  as  reimbursements 
to  the  efforts  being  put  forth  in  the  school  districts. 

In  1969-70,  the  Governor  allocated  $120  million  in 
new  money  for  the  public  school  system.  This  was  the 
largest  amount  ever  included  in  a  Governor's  Budget. 
In  addition,  the  Legislature  and  the  Governor  agreed 
to  use  any  free  surplus  from  the  1968-69  fiscal  year 
for  California's  public  schools.  This  surplus,  when 
combined  with  the  $120  million,  provided  our  school 
districts  with  an  additional  $187  million.  The  one-time 
surplus,  often  called  the  "X-f actor,"  resulted  from 
major  economy  efforts  and  an  unexpected  increase  in 
state  revenues.  Therefore,  it  is  not  available  as  an 
appropriation  in  1970-71. 

This  budget  continues  a  policy  initiated  in  fiscal 
year  1969-70  of  including  the  school  apportionment 
appropriation  in  the  Budget  Bill.  This  will  enable  the 
local  school  boards  to  start  early  planning  of  their  budg- 


ets without  waiting  for  an  often  delayed  school  bill. 

The  Governor's  Commission  on  Educational  Re- 
form has  been  appointed  to  study  and  make  recom- 
mendations on  major  issues  and  problems  of  elemen- 
tary and  secondary  education.  This  body,  composed 
of  citizen  members,  is  expected  to  deal  with  questions 
such  as  public  school  finance,  teacher  education,  class- 
room practices,  school  administration  and  curriculum 
development.  In  1970-71  a  General  Fund  appropria- 
tion in  the  amount  of  $10,000  has  been  provided  to 
meet  the  necessary  expenses  of  this  group. 

Special  efforts  will  continue  to  be  made  for  the 
many  thousands  of  under-achieving  pupils  classified 
as  educationally  handicapped  or  disadvantaged.  An 
additional  $2  million  is  being  added  to  the  current  on- 
going level  of  $16  million  for  special  elementary  school 
reading  instruction.  Approximately  1,800  reading  spe- 
cialists will  be  funded  entirely  by  the  state  through 
this  program.  Compensatory  education  programs  and 
the  pilot  mathematics  improvement  programs  are  con- 
tinued at  $11  million  and  $925,000,  respectively.  De- 
pending on  the  results  of  evaluation  now  in  progress, 
a  concentrated  effort  can  be  made  to  direct  the  most 
effective  parts  of  these  experimental  programs  into  the 
basic  foundation  programs  where  all  pupils  needing 
assistance  can  be  served. 

During  1970-71,  the  state  will  provide  support  of 
$25,000  along  with  funds  available  through  the  fed- 
eral Bureau  of  Indian  Affairs  to  help  solve  the  serious 
educational  problems  of  California  Indian  youth. 

Over  1,500  severely  mentally  retarded  children  will 
be  served  by  the  development  centers  for  handicapped 
minors.  This  represents  an  increase  of  nearly  40  per- 
cent in  attendance  at  an  increased  cost  of  over  $1.2 
million.  Child  care  centers  will  increase  attendance  of 
5  percent,  resulting  in  a  $15  million  program.  Also 
continuing  to  be  funded  is  the  $150,000  grant  program 
to  train  teachers  of  handicapped  minors  in  a  vigorous 
effort  to  upgrade  the  teaching  skills  required  for  these 
exceptional  children. 

Over  20  million  free  textbooks  at  a  cost  of  $21.3 
million  will  be  provided  elementary  school  pupils  and 
their  teachers.  A  new  series  of  social  science  texts 
will  be  printed  for  children  in  grades  kindergarten 
through  4,  at  a  cost  of  nearly  $4  million.  For  the  first 
time,  kindergarten  pupils  will  receive  social  science 
adoptions.  This  action  carries  forward  a  policy  ex- 
pressed in  the  1969-70  school  bill  to  improve  the  quality 
and  expand  the  educational  effort  for  this  age  group. 

Conservation  education  plays  an  important  role  in 
restoring  and  maintaining  our  environment.  To  edu- 
cate our  youth  and  to  help  avoid  mistakes  of  the  past, 
the  Department  of  Education  will  match  federal  funds 
to  activate  an  instructional  program  in  conservation 
education,  teacher  training  and  pilot  programs. 

HIGHER  EDUCATION 

TABLE  4 

HIGHER   EDUCATION    ENROLLMENT 
Estimated  1969-70  and  1970-71 

Change  from  1969-70 

1969-70    1970-71     Number  Percent 

University  of  California    (FTE) 95,789     101,733         5,944  6.2 

State  Colleges    (FTE)    180,815     198,015       17,200  9.5 

Hastings  College  or  Law 1,172         1,200  28  2.4 

California  Maritime  Academy1 245  250  5  2.0 

Totals  278,021     301,198       23,177         8.3 

1  Students  in  residence. 
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The  program  of  public  higher  education  in  Cali- 
fornia functions  within  a  tripartate  system,  consisting 
of  the  Community  Colleges,  92  campuses,  the  State 
Colleges,  19  campuses,  with  graduate  programs  avail- 
able through  the  master 's  and  joint  doctoral  degree ; 
and  the  University  of  California,  nine  campuses  with 
graduate  programs  offered  in  the  arts  and  sciences 
and  professions  through  the  doctoral  level  degree.  The 
Coordinating  Council  for  Higher  Education  is  the 
designated  state  agency  for  planning  and  coordina- 
tion. A  law  curriculum  is  conducted  by  the  Hastings 
College  of  Law  in  San  Francisco.  The  state  also  sup- 
ports a  maritime  officer's  training  program  at  the 
California  Maritime  Academy  at  Vallejo.  California's 
system  of  public  higher  education  enables  qualified 
students  to  pursue  courses  of  study  in  virtually  every 
field  of  choice.  The  State  Colleges  and  the  University 
of  California  conduct  extension  courses  which  are  of- 
fered to  California  citizens  in  many  fields.  The  Com- 
munity Colleges  also  offer  a  wide  variety  of  courses 
for  adults  in  the  liberal  arts,  sciences,  vocations  and 
trades. 

In  1970-71  an  increased  level  of  expenditures  for 
all  of  higher  education  is  proposed  to  accommodate 
anticipated  admissions,  estimated  to  be  in  excess  of 
23,000  FTE  over  1969-70. 

State  college  enrollments  for  the  Fall  1969,  have 
exceeded  the  estimates  made  at  the  time  of  the  prep- 
aration of  the  1969-70  Budget.  The  Trustees  of 
the  State  Colleges  are  reviewing  their  resources  and 
making  an  effort  to  accept  more  students  for  the 
spring  1970  semester.  At  the  time  of  the  preparation 
of  this  budget,  the  estimate  for  the  fiscal  year  1970-71 
is  198,000  FTE,  or  an  increase  of  9.5  percent  over  the 
current  year  estimate.  There  are  many  variables  that 
will  affect  the  enrollments  and  as  later  information 
becomes  available,  further  adjustments  may  be  neces- 
sary to  accommodate  additional  students. 

Degrees  awarded  in  the  public  four-year  and  grad- 
uate institutions  provide  some  general  indication  of 
the  number  of  students  who  are  completing  a  phase 
of  their  educational  objectives. 

TABLE  5 

Degrees  Conferred  in  Higher  Education 

(Exclusive  of  Community  Colleges) 

Professional 
and 
1968-69  (Actual)  Bachelors       Masters      Doctoral 

University  of  California 14,545  5,347        3,059 

California    State    Colleges 32.236  5,684 

California  Maritime  Academy 67  - 

Hastings  Colleges  of  Law -  —  248 

46,848         11,031         3,307 

Professional 
and 
1969-70    (Estimated)  Bachelors       Masters      Doctoral 

University  of  California 15,676  5,430         3,150 

California  State  Colleges 34,938  6,160  4» 

California   Maritime    Academy 74  -  - 

Hastings  Colleges  of  Law -  -  290 

50,688         11,590         3,444 

Professional 
and 
1970-71  (Estimated)  Bachelors      Masters      Doctoral 

University  of  California 16,212  5,843        3,200 

California  State  Colleges 38,261  6,746  7» 

California   Maritime    Academy 78  -  — 

Hastings  Colleges  of  Law —  -  300 

54,551         12,589         3,507 
*  Joint  Doctoral  degrees  awarded  jointly  by  the  University  of  California  and  the  State 
Colleges. 
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In  addition  to  the  growth  in  enrollment,  other  sig- 
nificant developments  should  be  highlighted.  In  the 
University  of  California  effort  will  be  directed  to 
continued  expansion  of  the  Medical  Schools  at  the 
Davis,  Irvine  and  San  Diego  campuses.  When  com- 
pleted these  new  health  science  training  centers  will 
help  provide  skilled  professional  and  technical  man- 
power to  meet  California's  health  needs.  In  the  State 
Colleges,  special  attention  will  be  given  to  finding  solu- 
tions to  admissions  problems  through  the  use  of  data 
processing  equipment  and  through  the  implementation 
of  new  application  and  admissions  procedures.  The 
newest  of  the  State  Colleges,  Bakersfield,  will  open  its 
doors  for  the  first  time  in  the  fall  of  1970,  thus  bring- 
ing to  the  State  Colleges  System  the  19th  campus. 

The  state  college  material  and  service  fee  for  part- 
time  students  has  been  increased  to  the  same  fee  as 
full-time  students.  This  is  consistent  with  the  practice 
at  the  University  of  California  and  will  tend  to  make 
physical  facilities  available  for  full-time  students. 
Part-time  students  have  other  alternatives  available 
to  them  such  as  continuing  education,  extension  and 
summer  session  programs. 

At  Hastings  College  of  Law  completion  of  the 
planned  new  addition  will  enable  the  school  to  enroll 
its  programmed  maximum  of  1,200  students.  The 
State  Scholarship  and  Loan  Commission  will  expand 
the    program    for    assisting    disadvantaged    students 
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through   the   Higher   Educational   Opportunity   Pro- 
gram. 

The  newest  statewide  body  responsible  for  leader- 
ship in  higher  education,  the  Board  of  Governors  of 
the  Community  Colleges,  is  assigning  high  priority  to 
assisting  the  local  districts  in  regional  master  planning. 
More  effort  will  be  undertaken  in  academic  master 
plans  to  complement  previous  efforts  in  physical  fa- 
cilities master  planning.  A  major  effort  will  involve 
stronger  emphasis  on  technical  and  vocational  educa- 
tion in  the  community  colleges,  in  conjunction  with 
new  federal  funding  for  vocational  education. 

Instruction 

In  furtherance  of  the  regular  curriculum  offered 
by  public  higher  education,  additional  special  study 
programs  for  the  minority  students  are  being  devel- 
oped and  offered  at  virtually  every  campus  of 
each  of  the  segments  of  higher  education.  Addi- 
tionally, obsolete  or  relatively  low  priority  curricula 
are  being  gradually  phased  out  and  new  and 
innovative  programs  are  replacing  them.  For  ex- 
ample, the  University  is  instituting  a  new  marine 
environment  laboratory  at  Berkeley ;  a  program  to 
increase  student  contact  with  computers  in  the 
Economics  Departments  at  Santa  Barbara  and 
Berkeley;  an  administrative  internship  program  be- 
tween State  Government  agencies  in  Sacramento  and 
the  Davis  campus ;  also  at  Davis,  a  community  develop- 
ment program;  and,  at  the  Los  Angeles  campus,  a 
cooperative  program  with  Loyola  and  the  University 
of  Southern  California  to  conduct  a  prelaw  institute 
for  black  and  brown  prelaw  students.  New  and  inno- 
vative programs  in  the  State  Colleges  System  include 
a  College  Level  Examination  Program  designed  to 
accelerate  students  through  an  examination  process  to 
determine  the  student's  achievement  level;  a  program 
which  allows  high  school  seniors  to  enroll  in  college- 
level  courses ;  restructuring  traditional  educational 
methods  into  a  cluster  school  concept ;  and  broadening 
the  graduate  study  offerings,  both  masters  and  joint 
doctoral  degree  level,  at  several  campuses. 

All  of  these  new  and  innovative  programs  are  the 
result  of  careful  research  by  the  institutions,  and 
while  the  programs  are  generally  conducted  on  the 
originating  campus,  experience  will  determine  whether 
they  will  be  adaptable  to  each  of  the  respective  sys- 
tems. 

Educational  Opportunity 

Because  of  increasing  awareness  of  a  need  to  pro- 
vide higher  educational  opportunity  for  disadvantaged 
students,  all  of  the  segments  of  higher  education  are 
offering  financial  assistance  and  counseling  as  well  as 
developing  new  curricula  and  teaching  methods.  So 
that  maximum  utilization  is  made  of  fiscal  resources 
the  Coordinating  Council  for  Higher  Education  is 
being  funded  to  plan  for  and  to  evaluate  results  of 
the  various  higher  educational  opportunity  programs. 

A  number  of  Educational  Opportunity  Programs 
for  educationally  disadvantaged  students  have  been 
initiated  in  the  past  two  years.  These  programs  pre- 
sent new  and  innovative  approaches  to  providing 
higher  educational  opportunities  to  disadvantaged 
youth. 


The  Governor's  Budget  for  1970-71  will  include 
funds  for  a  50  percent  increase  in  these  programs. 
Students  in  the  program  will  increase  from  5,915  to 
9,170  in  1970-71  and  expenditures  by  $3,025,000 
from  $6,105,364  to  $9,130,364. 

The  University  of  California,  through  financial  re- 
sources managed  by  the  University,  is  allocating  an 
estimated  10.9  million  for  Educational  Opportunity 
Programs. 

TABLE  6 

Higher  Educational  Opportunity  Programs 

(General  Fund) 

1970-71 

Estimated 
Amount 

Coordinating  Council  for  Higher  Education $45,000 

California  State  Colleges 2,785,583 

Community  Colleges 4,500,000 

State  Scholarship  and  Loan  Commission 1,799,781 

TOTAL    $9,130,364 

Student  Financial  Assistance 

In  addition  to  the  Higher  Educational  Opportunity 
Programs,  there  are  a  substantial  number  of  other 
student  assistance  programs  designed  to  encourage 
and  support  students  in  need  of  financial  assistance 
through  loans,  grants  and  scholarships.  The  student 
assistance  programs  are  financed  from  the  General 
Fund,  federal  funds,  foundations,  private  contribu- 
tions and  donated  time  by  faculty  and  students. 

TABLE  7 

Student  Assistance  and  Financial  Aids,  1970-71  1 

(All  Funds) 

Amount 

California  State  Colleges $28,870,541 

University  of  California 31,424.000  2 

State  Scholarship  and  Loan  Commission 14,898,219 

Maritime  Academy 216,600 

Hastings 1,015,000 

TOTAL    $76,424,360 

1  Exclusive  of  Higher  Educational  Opportunity  Programs. 

2  1970-71  projected  at  the  same  level  as  1969-70. 

Education — Capital  Outlay 

An  educational  institution  is  composed  primarily 
of  students,  faculty  and  administrators  together  with 
tradition,  but  the  physical  setting  is  an  essential  edu- 
cational resource.  Unless  classrooms,  laboratories,  li- 
braries, offices  and  maintenance  plants  are  available, 
the  educational  process  is  hampered. 

This  section  of  the  support  budget  includes  refer- 
ence to  the  1970-71  Capital  Outlay  Program  in  recog- 
nition of  its  importance.  The  detailed  Capital  Outlay 
Program  for  1970-71  and  the  5-Year  Building  Pro- 
gram estimates  are  included  in  the  Capital  Outlay 
Budget  which  is  separate  from  this  document. 

All  segments  of  public  education  have  state  funds 
made  available  to  help  them  meet  their  critical  needs. 
The  State  School  Building  Aid  Fund  will  have  a  loan 
of  $16.5  million  to  assist  13  school  districts  with  their 
many  pressing  construction  requirements.  This  loan 
is  made  available  through  the  State-Local  Allocation 
Board.  As  soon  as  school  bonds  can  be  sold,  these 
funds  will  be  returned  to  the  state  and  be  appropri- 
ated for  construction  of  additional  classrooms  on  a 
number  of  our  Community  College  campuses.  In  addi- 
tion, $16,120,000  is  proposed  for  the  University  of 
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California  and  $34,793,000  is  scheduled  for  the  State 
Colleges.  All  critical  capacity  requirements  of  higher 
education  are  being  met  to  permit  them  to  accept 
increased  enrollments.  Special  efforts  are  made  to 
maintain  the  planning  and  design  activities  which  are 
essential  to  future  growth.  Through  frugal  allocation 
of  our  resources  on  a  priority  basis  we  have  been  able 
to  assure  each  segment  that  it  will  be  able  to  fulfill 
its  educational  objectives. 


Considerable  attention  has  been  and  shall  con- 
tinue to  be  given  to  the  utilization  of  state  college 
and  University  classrooms.  The  increasing  enroll- 
ments, along  with  the  difficulty  of  selling  bonds  and 
the  resulting  slowdown  in  the  construction  program, 
requires  that  every  reasonable  effort  be  made  to  maxi- 
mize the  utilization  of  existing  educational  facilities. 
Studies  made  to  date  give  every  indication  that  in- 
creased utilization  is  possible. 
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Human  Relations  Agency 

In  this  category  health,  welfare  and  correctional 
services  are  provided  to  a  broad  spectrum  of  Califor- 
nia citizens.  Provision  of  these  services  will  continue 
to  be  a  joint  effort  between  state,  federal,  and  local 
agencies  with  particular  emphasis  given  to  the  devel- 
opment and  operation  of  local  programs.  State  ex- 
penditures in  the  Human  Kelations  area  are  second 
in  magnitude  only  to  those  for  Education.  Chart  7 
depicts  Human  Relations  expenditures. 

Mental  Health 

The  Mental  Health  Act  mandated  expansion  of 
local  mental  health  programs  in  1969  for  all  counties 
with  populations  over  100,Q00.  Fifty-three  counties 
now  have  mental  health  programs.  Increasing  financial 
assistance  (see  Chart  6)  to  local  communities  in 
the  development  and  operation  of  mental  health  pro- 
grams played  a  major  role  in  reducing  the  population 
in  the  hospitals  for  the  mentally  ill.  The  1970-71 
budget  includes  an  increased  general  fund  expendi- 
ture of  $22,011,000  over  the  1969-70  budget  for  local 
mental  health  programs.  This  increase  provides  addi- 
tional funds  for  approved  programs  and  authorizes 
new  programs  to  be  developed  for  children  and  adoles- 
cents, and  treatment  of  drug  addiction  and  alcoholism. 
The  state-local  cost  sharing  ratio  continues  at  90 
percent  state,  10  percent  local  and  under  the  provi- 
sions of  the  law,  state  hopsital  costs  for  most  mentally 
ill  patients  under  each  local  jurisdiction  are  incorpo- 
rated in  the  local  mental  health  programs. 

In  February,  1968,  new  staffing  standards  which 
had  been  recommended  by  the  California  Commission 
on  Staffing  Standards  were  adopted,  with  a  five-year 
goal  set  to  achieve  these  standards.  However,  on 
January  1,  1970,  100  percent  of  the  recommended 
standards  was  achieved  for  the  nursing  staff  of  the 
hospitals  for  the  mentally  ill.  Achievement  of  the 
standards  at  the  earlier  date  was  made  possible  by  the 
decrease  in  mentally  ill  patient  population  and 
augmentation  of  592  nursing  positions  in  the  1969 
Budget.  Trained  personnel  were  available  for  transfer 
to  fill  vacancies  as  a  result  of  the  phase-out  at 
Modesto  State  Hospital.  The  decision  to  maintain  the 
standards  at  100  percent  is  reflected  in  this  budget. 
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Admissions  to  the  hospitals  for  the  mentally  ill  con- 
tinue to  increase.  The  1970-71  estimate  of  36,900  ad- 
missions to  the  hospitals  for  the  mentally  ill  is  an 
increase  of  1,161  (3  percent)  over  the  1968-69 
estimate. 

Although  the  admissions  are  increasing,  the 
number  of  patients  in  the  hospitals  for  the  mentally 
ill  on  any  given  day  continues  to  decline.  From  an 
all-time  year-end  high  of  nearly  36,800  mentally  ill 
patients  on  June  30,  1959,  it  is  estimated  that  the 
number  of  patients  will  decline  to  10,969  on  June  30, 
1971.  This  reduction  of  almost  26,000  (70  percent)  in 
a  span  of  12  years  is  primarily  attributable  to:  (1) 
The  establishment,  development,  and  growth  of  com- 
munity mental  health  programs;  (2)  development 
and  increased  use  of  tranquilizing  drugs;  (3)  reten- 
tion of  the  treatment  staff  as  the  population  declined, 
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(A)   Excludes  capital  outlay  funds. 
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HUMAN  RELATIONS  EXPENDITURE  DOLLAR 
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providing  a  more  effective  staff -to-patient  ratio;  and, 
(4)  alternate  methods  of  care  through  other  pro- 
grams. 

The  staffing  for  hospitals  for  the  retarded  was  at  80 
percent  of  standard  on  June  30,  1969.  A  program  of 
meeting  100  percent  in  five  years  was  begun  and 
staff  was  added  to  the  budget  to  reach  84  percent 
by  June  30,  1970.  Due  to  decreases  in  population 
the  staffing  will  reach  86.2  percent  at  that  time.  Pres- 
ent projections  of  both  population  and  nursing  staff 
indicate  that  without  adding  more  nursing  per- 
sonnel the  staffing  on  June  30,  1971  would  reach  90.2 
percent  of  standard. 

However,  this  budget  proposes  140  additional  nurs- 
ing positions  in  order  to  accelerate  the  implementation 
of  the  100  percent  of  the  standards.  These  140  posi- 
tions will  allow  the  attainment  of  92.5  percent  of 
standard  during  the  budget  year. 

Medical  Assistance  Program 

The  California  Medical  Assistance  Program,  estab- 
lished in  accordance  with  1965  legislation,  and  ad- 
ministered by  the  Department  of  Health  Care 
Services,  will  provide  medical  benefits  to  an  estimated 
1,856,900  persons  in  1969-70.  It  is  estimated  that 
2,119,600  persons  will  be  served  in  1970-71  or  262,700 
more  than  were  served  in  1969-70. 

During  1969-70,  expenditures  for  the  medical  as- 
sistance program  amount  to  $387.7  million  from  state 
funds.  It  is  anticipated  that  $453  million  in  state 
funds  will  be  required  in  1970-71,  which  represents 
an  increase  of  $65.3  million  in  state  funds  over  the 
1969-70  expenditures. 

Chart  8  indicates  the  substantial  increase  in  ex- 
penditures which  results  primarily  from  both  un- 
controllable caseload  growth  and  increased  cost  of 
medical  treatment. 


CHART  8 

HEALTH  CARE  EXPENDITURES  (GENERAL  FUND) 
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Department  of  Social  Welfare 

Economic  assistance  plus  an  array  of  social  services 
for  the  aged,  the  handicapped,  dependent  children, 
and  the  needy  will  require  $673  million  from  state 
funds  during  1970-71,  an  increase  of  $83  million  over 
comparable  expenditures  in  the  current  fiscal  year. 
Average  monthly  caseloads  for  all  assistance  programs 


*  Excludes  local  funds. 
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CHART  9 

PUBLIC  ASSISTANCE  RECIPIENT  RATES  (AS  OF  JUNE  30) 
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are  expected  to  total  approximately  1.8  million  cases 
in  the  budget  year,  or  210,000  more  than  in  1969-70. 
This  large  increase  exceeds  the  amount  that  should  he 
expected  as  a  consequence  of  population  growth,  in- 
crease in  cost  of  living,  and  social  factors  such  as 
divorce,  desertion,  and  other  indicators  of  family 
disruption.  In  the  Aid  to  Families  with  Dependent 
Children  and  Aid  to  Disabled  programs,  the  incidence, 
or  rate,  of  recipients  in  the  total  population  is  steadily 
increasing  (see  chart). 

About  one  out  of  every  10  Californians  are  now 
on  welfare  or  are  receiving  a  combination  of  welfare 
and  Medi-Cal  assistance.  In  fact,  the  number  of  Cali- 
fornia children  under  age  18  supported  entirely  or  in 
part  by  welfare  grants  has  increased  from  9.1  percent 
on  June  30,  1968,  to  an  estimated  14.3  percent  on 
June  30,  1971. 

The  continued  acceleration  in  the  cost  of  public 
welfare  provides  the  most  compelling  reason  for  the 
State  of  California  to  undertake  a  serious  and  imme- 
diate program  of  welfare  reform.  Methods  of  eligibil- 
ity investigation  and  the  accountability  for  the  ex- 
penditure of  public  funds  must  be  reexamined  and 
modernized.  A  more  vigorous  program  of  enforcement 
and  application  of  penalties  for  those  who  seek  to 
obtain  aid  by  fraudulent  means  must  be  established. 
Such  a  program  is  essential  as  a  guarantee  of  the 
dignity  and  integrity  of  honest  recipients  as  well  as 
assurance  to  taxpayers. 

As  these  administrative  reforms  are  implemented, 
several  opportunities   also   exist  for  significant  pro- 
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gram  reforms.  The  vast  majority  of  the  aged,  blind, 
and  disabled  have  marginal  hopes  of  reentering  the 
labor  market.  For  these  citizens  the  department  is 
studying  the  feasibility  of  a  stable  public  assistance 
payment  under  an  automated  support  plan,  with  the 
same  degree  of  status  and  dignity  that  is  associated 
with  the  social  security  system.  The  family  assistance 
program  (AFDC)  is  being  evaluated  for  conformance 
with  the  recently  expressed  national  policy  that  the 
incentive  to  qualify  for  welfare  payments  should  not 
be  greater  than  the  incentive  to  accept  full-time  em- 
ployment. At  the  same  time,  the  nutritional  require- 
ments of  children  of  welfare  families  will  receive 
special  attention.  Legislation  will  be  introduced  in  the 
1970  Session  designed  to  ensure  the  participation  of 
these  children  in  lunch  programs  administered  by 
school  districts  and  will  provide  a  substantial  im- 
provement over  the  pilot  program  introduced  in  the 
1969-70  fiscal  year. 

The  administration  will  introduce  legislation  in  the 
1970  Session  to  initiate  significant  reforms  in  a 
variety  of  welfare  programs.  It  is  anticipated  that 
these  reforms  will  result  in  a  reduction  in  total  wel- 
fare costs. 

Department  of  Human  Resources  Development 

The  Department  of  Human  Kesources  Development 
was  established  by  Chapter  1460,  Statutes  of  1968. 
The  department  was  established  on  November  13, 
1968.  It  became  operational  October  31,  1969.  Con- 
solidated into  the  new  department  were  the  Depart- 
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ment  of  Employment,  the  State  Service  Centers,  the 
Office  of  Economic  Opportunity  and  the  Commission 
on  Aging. 

The  Department  of  Human  Kesources  Development 
was  created  to  bring  into  a  single  state  agency  all  of 
the  job  training,  placement  and  development  pro- 
grams and  funding  aimed  at  getting  the  chronically 
unemployed  and  underemployed  into  the  mainstream 
of  American  productivity.  A  multiplicity  of  job  train- 
ing, placement  and  development  programs  are  being 
reorganized  into  a  coordinated  system  designed  to 
remove  employable  persons  from  public  dependency, 
and  to  enlist  the  full  support  of  private  industry  in 
securing  jobs  for  enrollees.  Funds  for  job  training, 
placement  and  development  services  will  be  utilized  in 
a  flexible  manner  to  provide  needed  services  for  indi- 
viduals through  contractual  arrangements  with  public 
and  private  agencies. 

Innovative  and  creative  efforts  will  be  used  to 
(1)  seek  out  disadvantaged  persons  who  need  job 
training  and  placement  and  development  services,  but 
do  not  apply  for  these  services,  (2)  follow  up  on  eli- 
gible persons  to  ensure  that  their  job  market  and 
related  needs  and  those  of  their  families  are  met, 
(3)  disseminate  labor  market  and  job  training  infor- 
mation to  residents  of  the  economically  disadvantaged 
areas  concerning  the  availability  and  location  of  op- 
portunities, (4)  involve  members  of  each  community 
in  identifying  the  training  needs  to  be  met  and  relat- 
ing them  to  the  services  available  in  order  to  reduce 
the  isolation  of  the  disadvantaged  from  their  govern- 
ment, and  (5)  improve  the  confidence  of  the  disad- 
vantaged in  government  at  all  levels.  Eighteen  eco- 
nomically disadvantaged  areas  have  been  identified 
under  the  criteria  established  by  the  Human  Kesources 
Development  Act  of  1968.  In  aiding  eligible  residents 
of  these  areas,  a  new  class  of  state  employee,  the  job 
agent,  will  be  used.  Job  agents  will  have  the  responsi- 
bility of  developing  a  training  and  employment  plan 
for  each  eligible  client  based  on  the  client's  total  need 
and  to  arrange  for  the  training  and/or  related  serv- 
ices intended  to  overcome  obstacles  hindering  the 
client  from  obtaining  and  maintaining  employment. 

The  work  incentive  (WIN)  program  authorized  by 
Chapter  1369,  Statutes  of  1968,  continues  to  provide 
training  and  services  to  certain  welfare  recipients. 
The  WIN  program  is  designed  to  remove  AFDC 
welfare  recipients  from  the  welfare  rolls  and  place 
them  in  productive  employment.  It  is  estimated  that 
there  will  be  30,700  participants  in  training  of  various 
types  in  the  WIN  program  during  1970-71. 

The  program  budget  of  the  department  depicts  for 
the  first  time  the  efforts  of  the  four  agencies  that  were 
heretofore  separate  entities.  The  total  of  all  program 
costs  included  in  the  Department  of  Human  Resources 
Development  will  increase  from  $851.9  million  in 
1969-70  to  $961.7  million  in  1970-71.  Included  are 
increases  of  $91.6  million  in  unemployment  benefit 
payments  and  $14.8  million  in  disability  insurance 
benefit  payments.  (These  increases  are  not  included  in 
budget  totals  as  the  funds  involved  are  trust  funds.) 

Department  of  Corrections 

Based  on  the  most  recent  trends  of  commitments  to 
the  department,  it  is  anticipated  that  institution  pop- 
ulation will  again  rise  in  1970-71  after  dropping  off 


slightly  in  1969-70.  Average  daily  institution  counts 
are  predicted  at  29,000  in  the  budget  year.  The  num- 
ber of  persons  supervised  in  the  community  on  a  pa- 
role status  is  expected  to  continue  to  increase  until  it 
reaches  16,820  in  June  of  1971,  an  increase  of  6  per- 
cent over  the  current  year. 

Community -based  programs  continue  to  be  a  desired 
goal  of  the  Department  of  Corrections.  Slightly  over 
one-third  or  5,200  of  the  parolees  receive  intensive 
supervision  and  case  management,  permitted  by  con- 
tinuation of  the  "work  unit"  concept  of  reduced  case- 
load. This  average  ratio  of  35  parolees  for  each  agent 
has  shown  significant  reductions  in  returns  to  prison 
for  new  crimes  or  other  parole  violations. 

Another  method  to  supplement  and  increase  the 
effectiveness  of  routine  parole  supervision  is  to  pro- 
vide professional  psychiatric  care  to  those  parolees 
with  severe  emotional  problems  that  predispose  them 
to  acts  that  would  assure  their  return  to  prison.  Staff 
for  the  psychiatric  outpatient  clinics  in  Los  Angeles 
and  San  Francisco  are  being  added  to  meet  the  in- 
creasing workload  in  this  area  of  operation. 

The  work  furlough  program  will  increase  in  1970- 
71  to  accommodate  200  inmates.  By  permitting  these 
people  to  spend  their  last  two  to  four  months  before 
parole  or  discharge  in  the  community  on  jobs  or  trade 
training,  this  program  will  save  an  estimated  94,273 
man-days  of  institutional  time.  It  is  expected  that 
these  1,200-1,500  persons  passing  through  the  pro- 
gram also  will  earn  nearly  $1.5  million  during  the 
year. 

Department  of  the  Youth  Authority 

Population  in  institutions  and  on  parole  is  pro- 
jected for  a  slight  decrease  in  1970-71.  Average  daily 
population  in  Youth  Authority  facilities  is  estimated 
to  be  1.4  percent  below  1969-70,  while  parole  case- 
loads are  estimated  to  decrease  by  1.7  percent.  Youth 
Authority  wards  housed  in  the  Department  of  Cor- 
rections will  be  maintained  at  the  current  550  popu- 
lation level. 

The  Youth  Authority  will  enter  into  the  third  year 
of  a  new  careers  training  program  in  1970-71.  This 
program  represents  a  state-federal  effort  to  provide 
"career  ladders"  for  the  underemployed.  New 
careerists  are  now  being  utilized  as  parole  aids  in 
parole  units  in  Fresno,  Los  Angeles,  Oakland  and 
San  Diego  and  are  proving  to  be  valuable  links  be- 
tween professional  staff  and  the  community. 

A  major  reorganization  of  the  Youth  Authority  is 
also  being  proposed.  This  reorganization  will  combine 
the  Division  of  Institutions  and  Paroles  into  one 
Division  of  Rehabilitation.  Expected  results  are  a 
continuous,  coordinated  treatment  program  for 
Youth  Authority  wards,  shortened  lines  of  communi- 
cation, reduced  time  lag  from  event  to  decision  and, 
in  general,  to  make  the  most  effective  and  efficient 
utilization  of  available  program  resources.  This  re- 
organization will  be  accomplished  without  an  increase 
in  cost. 

The  highly  successful  Probation  Subsidy  Program 
will  be  increased  by  $1,990,000  to  a  level  of  $14,750,- 
000  in  the  budget  year.  This  local  assistance  program, 
which  emphasizes  local  supervision  and  treatment  of 
offenders  on  probation,  is  one  major  reason  for  the 
dramatic  decline  in  the  commitment  rates  of  offenders 
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to  state  facilities  in  recent  years  as  exemplified  by 
Chart  10.  Eeduced  commitments  have  resulted  in 
savings  to  the  state  exceeding  $18,000,000. 

CHART  10 
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Department  of  Rehabilitation 

The  transfer  of  responsibility  for  vocational  re- 
habilitation of  alcoholics  to  the  Department  of  Reha- 
bilitation    under    Chapter    290,    Statutes    of    1969, 

CHART  11 


REHABILITATION  BY  TYPE  OF  DISABILITY  IN  1968-69 
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permitted  an  increase  of  $1,000,000  in  the  program 
above  that  which  was  previously  budgeted.  The  in- 
creased funding  has  been  used  to  expand  the  level  of 
staffing  in  the  existing  community  alcoholism  pro- 
grams including  the  establishment  of  a  new  com- 
munity alcoholism  program  in  east  Los  Angeles, 
development  of  an  industrial  program  for  state  em- 
ployees in  the  Sacramento  area,  and  in  cooperation 
with  the  Los  Angeles  County  Department  of  Hos- 
pitals the  expansion  of  alcoholic  rehabilitation  serv- 
ices at  the  TJSC-LA  County  Medical  Center,  El 
Cerrito  Hospital,  Long  Beach  General  Hospital,  Har- 
bor General  Hospital,  and  Antelope  Valley  Rehabili- 
tation  Center. 

In  1969-70  it  is  expected  that  through  rehabilita- 
tion 15,000  disabled  persons  will  be  returned  to  em- 
ployment. Rehabilitation  costs  in  1969-70  will  be 
approximately  $36  million  in  state  and  federal  funds. 
Benefits  to  government  from  taxes  paid  and  savings 
in  welfare  and  institutional  costs  are  expected  to  ap- 
proximate $11.9  million  annually.  The  benefits  will 
continue  far  beyond  the  period  required  to  recover 
costs. 

In  1968-69  a  total  of  14,450  disabled  persons  were 
rehabilitated.  Rehabilitation  by  type  of  disability  is 
indicated  on  Chart  11. 

Public  Health 

Through  its  three  major  programs  and  Comprehen- 
sive Health  Planning,  the  Department  of  Public 
Health  stimulates  community  action  and  encourages 
state-local  understanding  and  sharing  of  responsi- 
bility for  reaching  public  health  goals  for  better 
living.  Assistance  to  local  governments  and  organiza- 
tions comprises  approximately  68  percent  of  the 
department's  total  budget.  The  state  is  in  turn  as- 
sisted in  conducting  its  programs  by  the  federal  gov- 
ernment in  the  form  of  grants-in-aid  and  support  of 
the  special  projects  program. 

Legislation  affecting  many  areas  of  California's 
environment  and  public  health  was  enacted  and  has 
been  implemented  by  the  department  in  1969. 

The  individual  California  citizen  can  have  little 
direct  influence  over  most  environmental  factors  or 
the  quality  and  safety  of  consumer  goods  that  may 
affect  his  health.  The  department  conducts,  within 
the  broad  goals  of  consumer  health  protection  and 
the  achievement  and  maintenance  of  an  environment 
which  contributes  positively  to  health,  the  Environ- 
mental Health  and  Consumer  Protection  Program. 

Chronic  diseases  cause  over  70  percent  of  all  deaths 
in  California  and  more  than  80  percent  of  the  days  of 
disability.  Communicable  diseases,  crippling  congen- 
ital deformities,  and  mental  retardation  are  health 
problems  which  can  be  greatly  ameliorated  through 
the  mobilization  of  personal  health  services  and  pro- 
grams. To  this  objective,  the  department  conducts  a 
Preventive  Medical  Program. 

The  department's  largest  program,  in  terms  of 
dollar  expenditures,  is  the  Community  Health  Serv- 
ices Program,  which  facilitates  federal-state-local 
sharing  of  costs  for  planning  and  operations  of  health 
facilities  and  services  which  meet  community  needs 
and  are  maintained  at  an  acceptable  statewide  level. 
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Ninety-two  percent  of  the  program  expenditures  are 
made  at  the  local  level;  approximately  76  percent  of 
the  program  is  supported  by  federal  funds. 

Enactment  in  1966  of  the  federal  "Partnership  in 
Health  Program"  (P.L.  89-749)  charted  a  new 
course  for  the  development  of  health  care  throughout 
the  nation.  Subsequent,  state  legislation  in  1967  and 
1969,  along  with  this  federal  law,  provides  a  frame- 
vork  for  better  relating  the  state's  health  planning 
efforts  to  the  overall  needs  and  resources.  Designated 
as  the  state  agency  for  such  health  planning,  the  De- 
partment conducts  its  Comprehensive  Health  Plan- 
ning Program,  concerned  primarily  with  long-range 
health  needs,  directions,  and  priorities. 

Industrial  Relations 

The  Department  of  Industrial  Relations  contrib- 
utes toward  improvement  of  working  conditions  of 
wage  earners  in  the  state,  including  mediation  or 
arbitration  of  labor  disputes,  adjudication  of  claims 
under  the  Workmen's  Compensation  Law,  and  the 


enforcement  of  standards  of  safety  in  all  phases  of 
industrial  activity. 

Apprenticeship  training  programs  providing  op- 
portunities for  profitable  employment,  particularly  to 
younger  citizens  of  the  state,  are  monitored  in  coop- 
eration with  the  federal  government  under  the  Man- 
power Development  and  Training  Act  and  Title  38, 
U.S.  Code  (Vietnam  G.I.  Bill). 

Additionally,  the  state  maintains  an  apprenticeship 
promotion  and  development  program  through  the 
establishment  and  maintenance  of  standards  under 
which  labor  and  management  cooperatively  conduct 
apprenticeship  training. 

The  Labor  Statistics  program  provides  a  wide 
variety  of  reports  and  statistical  material  which 
measure  the  economic  health  of  the  state  and  aid  in 
guiding  planning,  marketing  and  labor  force  de- 
cisions of  both  state  and  local  governments  and  busi- 
ness organizations  in  the  private  sector.  Portions  of 
this  program  are  conducted  in  cooperation  with  the 
United  States  Department  of  Labor. 
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These  programs  are  directly  concerned  with  pro- 
tecting, preserving,  enhancing  and  developing,  for  the 
benefit  of  all  Calif ornians,  the  state's  environmental 
wealth.  Programs  funded  by  the  state  range  from 
those  designed  to  attain  and  maintain  desirable  stand- 
ards of  air  and  water  purity,  to  forest  firefighting, 
flood  control,  water  development  and  the  creation  of 
recreational  opportunities.  A  brief  description  of 
agency  activities  follows: 
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Conservation 

The  objective  of  the  Department  of  Conservation  is 
the  protection,  conservation  and  development  of  Cali- 
fornia's forests,  wildlands,  watersheds,  mineral  de- 
posits,   and   soil   resources.    These   natural   resource 
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*  All  funds  including  General  Fund,  special  funds, 
and  bond  funds. 


needs  are  fulfilled  through  programs  of  the  Divisions 
of  Forestry,  Mines  and  Geology,  Oil  and  Gas,  and 
Soil  Conservation.  The  department  proposes  to  spend 
$42.9  million  in  state  funds  to  administer  these  pro- 
grams in  1970-71. 

In  the  forest  and  watershed  fire  protection  area, 
basic  fire  protection  is  provided  to  38  million  acres  of 
California 's  prime  forest,  range,  and  watershed  lands. 
Approximately  9.5  million  acres  of  federal  and  local 
responsibility  land  is  protected  under  contract  with 
various  counties  and  federal  agencies.  In  1970-71,  the 
Division  of  Forestry  will  take  over  fire  protection  on 
145,000  acres  of  state-responsibility  land  currently 
being  protected  by  the  U.S.  Forest  Service.  Fire  pro- 
tection is  also  furnished  for  many  local  government 
and  federal  agencies  on  a  reimbursed  basis.  In  addi- 
tion, this  highly  mobile  emergency  force  is  often 
called  upon  to  render  assistance  during  times  of  nat- 
ural disasters  such  as  floods,  tidal  waves,  and  earth- 
quakes. 

Legislation  is  being  introduced  in  the  1970  session 
to  modernize  the  firefighter  retirement  program.  The 
estimated  cost  of  $1.4  million  to  accomplish  this  pur- 
pose is  included  in  the  1970-71  budget. 

In  the  geology  and  mineral  resources  area,  essential 
information  is  provided  for  protection  of  the  public 
from  landslides,  debris  flows,  land  subsidence  and  up- 
lift, earthquake,  fault  movement,  coastal  and  flood 
erosion,  mudslides,  and  other  geological  hazards.  Be- 
cause of  its  importance,  this  program  activity  is  being 
substantially  increased  in  1970-71  through  the  trans- 
fer of  funds  and  personnel  from  lower  priority  ac- 
tivities. 

Other  activities  within  the  geology  and  mineral  re- 
sources area  include  the  production  of  geologic  maps, 
often  in  cooperation  with  local  and  municipal  govern- 
ments. Also  California 's  mineral  resources  are  investi- 
gated and  explored  to  assure  a  continuous  and  orderly 
development  of  the  state's  industries. 

In  the  area  of  oil,  gas,  and  geothermal  operations, 
regulatory  statutes  are  enforced  which  assure  greater 
ultimate  recovery  of  oil,  gas,  and  geothermal  re- 
sources, the  prevention  of  wastes  and  damage,  and  the 
prevention  of  contamination  of  fresh  waters  pene- 
trated by  wells.  This  program  is  entirely  funded  by 
assessment  of  the  oil,  gas,  and  geothermal  industries. 
In  1970-71,  an  offshore  regulatory  unit  is  being  estab- 
lished in  an  attempt  to  prevent  any  conditions  in  the 
offshore  drilling  area  that  might  damage  California's 
environment. 

Fish  and  Game 

The  objective  of  the  Department  of  Fish  and  Game 
is  to  insure  the  perpetuation  and  enhancement  of  fish 
and  wildlife  for  the  present  and  future  use  and  enjoy- 
ment of  the  citizens  of  the  state.  In  1970-71,  the 
department  proposes  a  budget  of  $17.2  million  to 
accomplish  this  objective.  The  department's  six  pro- 
grams include  enforcement  of  laws  and  regulations, 
wildlife,  inland  fisheries,  anadromous  fisheries,  marine 
resources,  and  water  projects  and  water  quality. 

The  enforcement  program  accounts  for  almost  one- 
third  of  the  department's  budget.  The  objective  of 
this  program  is  to  insure  that  the  Fish  and  Game 
Code  is  enforced  to  a  degree  that  will  provide  for  the 


maximum  sustained  yield,  utilization  and  enjoyment 
of  the  fish  and  wildlife  resources. 

The  wildlife  management  program  attempts  to  per- 
petuate and  conserve  wildlife  found  throughout  the 
State,  to  maintain  optimum  breeding  stock  of  our 
wildlife  species  and  to  obtain  an  optimum  harvest  of 
those  game  species  that  have  an  open  hunting  season. 
Over  six  million  days  of  recreation  for  California 
hunters  are  provided  by  upland  game  species  alone. 

The  inland  fisheries  program  seeks  to  provide  diver- 
sified and  satisfactory  fishing  for  California  anglers 
while  insuring  the  perpetuation  of  the  state's  native 
fisheries.  Freshwater  fishing  in  California  currently 
sustains  about  17,500,000  angler-days  annually.  To 
supplement  natural  fish  production,  the  department 
operates  21  hatcheries  which  annually  produce  some 
three  million  pounds  of  fish  for  stocking  purposes. 
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The  anadromous  fisheries  program  deals  with  the 
important  species  of  salmon,  steelhead,  striped  bass, 
shad  and  sturgeon.  These  resources  support  an  esti- 
mated three  million  angler-days  of  recreational  fishing 
annually,  while  the  commercial  catch  of  salmon  aver- 
ages eight  million  pounds  annually. 

The  marine  resources  program  has  as  its  goal  to 
•maintain  all  species  of  marine  fish  and  marine  wildlife 
for  their  intrinsic  and  ecological  values  as  well  as  for 
their  direct  benefits  to  man.  California  now  produces 
about  one-tenth  of  the  five  billion  pounds  of  commer- 
cial fishery  products  produced  by  the  United  States. 
Marine  sport  anglers  fish  more  than  six  million  days 
annually  and  land  over  29  million  pounds  of  fish  in 
California  in  addition  to  the  commercial  catch. 

The  program  of  water  projects  and  water  quality 
involves  the  review  and  study  of  federal,  state, 
and  state-assisted  water  projects,  federal  highway 
projects,  and  statewide  water  quality  conditions  to 
protect  and  augment  existing  fish  and  wildlife  re- 
sources. As  a  result  of  1969  legislation,  the  department 
has  been  given  responsibility  for  supervision  of  the 
use  of  oil  spill  cleanup  agents  and  enforcement  of 
regulations  of  the  State  Water  Eesources  Control 
Board  relating  to  the  licensing  and  use  of  such  ma- 
terials. 

Navigation  and  Ocean  Development 

Under  provisions  of  the  Governor's  Reorganization 
Plan  No.  2  of  1969  the  Department  of  Harbors  and 
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Watercraft  was  abolished  and  the  Department  of 
Navigation  and  Ocean  Development  was  established 
effective  November  10,  1969.  The  objectives  of  the 
new  department  are  to  develop  and  improve  the 
waterways  and  boating  facilities  of  the  state,  to  pro- 
mote safety  of  persons  and  property  in  and  connected 
with  the  operation  of  vessels  on  state  waters  and  to 
conduct  a  beach  erosion  control  program  in  coopera- 
tion with  the  federal  government  and  agencies  of  local 
government. 

The  boating  facilities  development  program  com- 
prises over  80  percent  of  the  department's  budget. 
Launching  facility  grants  are  proposed  for  Albany 
Isles  (Alameda  County),  Chula  Vista  (San  Diego 
County),  and  Medicine  Lake  (Siskiyou  County). 
Small  craft  harbor  construction  loans  are  planned  for 
the  Channel  Island  Harbor  ("Ventura  County),  Cres- 
cent City  Harbor  (Del  Norte  County),  Oceanside 
Harbor  (San  Diego  County)  and  Santa  Cruz  Harbor 
(Santa  Cruz  County). 

The  beach  erosion  control  program  was  transferred 
from  the  Department  of  Water  Resources  under  pro- 
visions of  the  reorganization  mentioned  above.  In 
1970-71,  $125,000  is  being  proposed  for  beach  erosion 
work  at  Capitola  Beach  State  Park  in  Santa  Cruz 
County. 

Department  of  Parks  and  Recreation 

The  Department  of  Parks  and  Eeereation  is  propos- 
ing expenditures  of  $24.4  million  in  1970-71  to  meet 
its  six  principal  objectives: 

1.  To  secure  and  preserve  elements  of  the  state's 
outstanding  landscape,  cultural  and  historical  fea- 
tures. 

2.  To  provide  for  the  meaningful  and  construc- 
tive use  of  people 's  uncommitted  time. 

3.  To  help  people  understand  and  appreciate, 
through  an  interpretive  program,  the  state's  cul- 
tural, historic  and  natural  heritage. 

4.  To  maintain  and  where  necessary  improve  the 
quality  of  California's  environment. 

5.  To  maintain  a  statewide  recreation  plan  that 
includes  a  continuing  analysis  of  the  state's  need 
for  recreational  areas  and  facilities,  and  a  recom- 
mendation of  the  levels  of  public  and  private 
responses  for  meeting  this  need. 

6.  To  encourage  all  levels  of  government  and 
private  enterprise  throughout  the  state  to  partici- 
pate, whenever  feasible,  in  the  development  and 
operation  of  recreational  facilities. 

By  far  the  major  activity  of  the  Department  of 
Parks  and  Recreation  is  the  operation  of  the  state 
park  system.  It  is  anticipated  that  over  39  million 
people  will  visit  these  facilities  in  1970-71. 

The  department's  activities  under  the  State  Beach, 
Park,  Recreational  and  Historical  Facilities  Bond  Act 
of  1964  have  been  severely  curtailed  in  1970-71  be- 
cause of  the  state's  inability  to  sell  bonds  within  the 
required  maximum  interest  rate.  These  bond  fund 
activities  include  accelerated  acquisition  and  develop- 
ment projects,  as  well  as  recreation  grants  to  local 
agencies.  A  constitutional  amendment  permitting  the 
increase  of  maximum  legal  interest  rates,  to  be  sub- 
mitted to  the  electorate  in  June  1970,  would,  if  ap- 
proved, allow  these  activities  to  continue. 


Water  Resources 

The  primary  objective  of  the  1970-71  expenditure 
program  of  the  Department  of  Water  Resources  con- 
tinues to  be  the  maximum  beneficial  use  of  Califor- 
nia's water  with  the  completion  of  the  State  Water 
Project  an  essential  responsibility.  The  inability  to 
market  general  obligation  bonds  at  the  5  percent  stat- 
utory maximum  interest  rate  has  required  a  General 
Fund  loan  commitment  of  up  to  $100,000,000  prior  to 
June  1970  in  order  to  insure  no  interruption  in  proj- 
ect progress. 

The  passage  in  June  of  the  proposition  to  raise  the 
statutory  interest  rate  to  7  percent  for  the  sale  of 
general  obligation  bonds  is  essential  for  the  timely 
and  most  economic  completion  of  the  State  Water 
Project. 

The  California  Water  Project  is  on  schedule.  At 
the  beginning  of  1970-71,  approximately  90  percent 
of  the  project  will  be  completed  or  under  contract. 
Work  on  the  project  is  steadily  moving  southward, 
with  a  considerable  amount  of  construction  being  car- 
ried on  south  of  the  Tehachapi  Mountains. 

Power  generation  at  the  Oroville-Thermalito  com- 
plex commenced  in  March  1968,  and  commercial  oper- 
ation was  initiated.  Water  delivery  to  Napa  County 
through  interim  facilities  of  the  North  Bay  Aqueduct 
began  in  March  1968.  Work  on  the  California  Aque- 
duct continued  to  progress.  The  aqueduct  is  now 
capable  of  delivering  water  some  250  miles  south  of 
the  Delta  Pumping  Plant. 

In  1968-69  more  than  50,000  acres  of  land  in  the 
San  Joaquin  Valley  received  a  total  of  150,000  acre- 
feet  of  irrigation  water  from  the  project  and  produced 
crops  for  the  first  time. 

General  departmental  planning  will  continue  to 
emphasize  investigation  of  statewide  water  needs  as 
well  as  joint  financing  in  connection  with  investiga- 
tions of  a  local  nature.  The  force  of  new  events  and 
changing  conditions  are  reflected  in  additional  empha- 
sis in  such  program  areas  as  saline  water  conversion, 
watershed  management,  and  waste  water  reclamation. 
State  financial  assistance  for  local  projects  under  the 
Davis-Grunsky  Act  will  continue.  Due  to  program 
delays  and  time  required  to  prepare  feasibility  studies, 
an  allocation  of  $9.5  million  is  being  made  for  the 
program  for  1970-71. 

The  department's  local  assistance  activities  for 
1970-71  are  limited  to  Flood  Control  Subventions. 
This  activity  provides  for  continuation  of  reimburse- 
ment to  local  agencies  in  connection  with  27  active 
flood  control  and  watershed  projects  and  18  terminat- 
ing projects.  A  lump  sum  appropriation  of  $2,026,000 
is  provided  for  this  purpose. 

Beach  erosion  activities  of  the  department  were 
transferred  to  the  Department  of  Navigation  and 
Ocean  Development  on  November  10,  1969. 

State  Water  Resources  Control  Board 

The  State  Water  Resources  Control  Board  is 
charged  with  the  function  of  determining  the  rights 
to  the  use  of  water,  so  that  the  limited  water  resources 
of  the  state  are  wisely  used  and,  with  the  nine  re- 
gional water  quality  control  boards,  to  provide  coordi- 
nated statewide  control  of  water  quality.  To  accom- 
plish  this   goal,   $3.7   million  is  being  provided  in 
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1970-71  to  fund  the  three  major  programs  of  water 
quality  control,  planning  and  research,  and  water 
rights. 

The  objective  of  the  water  quality  control  program 
is  to  end  water  pollution  and  to  maintain  the  highest 
possible  water  quality.  To  work  toward  this  objective 
the  board  must  formulate  water  quality  control  poli- 
cies, establish  and  review  waste  discharge  require- 
ments, maintain  a  surveillance  and  enforcement  ac- 
tivity, and  review  applications  for  federal  grants  and 
state  loans  for  construction  of  waste  treatment  fa- 
cilities. 

The  planning  and  research  program  has  as  its  ob- 
jective to  provide  comprehensive  long-range  planning 
to  better  manage  the  quality  of  the  state's  water.  The 
data  and  information  provided  by  this  program  is 
needed  to  solve  the  increasingly  complex  problems  of 
water  quality  management. 

The  objective  of  the  water  rights  program  is  to 
obtain  the  greatest  beneficial  use  of  the  waters  of  the 
state.  It  is  also  important  to  prevent  waste  or  un- 
reasonable use  of  water  by  administering  the  appro- 
priation laws,  to  give  assistance  to  the  courts  in 
determination  of  water  rights,  and  to  maintain  a  rec- 
ord of  water  diversions  and  use  throughout  the  state. 

Air  Resources  Board 

The  mission  of  the  Air  Kesources  Board  is  to  con- 
trol air  pollution  in  California.  Air  pollution  is  com- 
plex, both  in  its  makeup  and  in  its  control. 

This  budget  provides  $2.8  million  (includes  $800,000 
in  federal  funds)  for  support  of  the  air  pollution 
control  activities  of  the  board  including  funds  for 
the  continued  research  into  the  causes  of  smog  and 
the  inter-action  of  various  pollutants  in  the  atmos- 
phere. As  additional  information  is  gained,  new 
or  revised  air  quality  standards  will  be  set  for  the 
contaminants.  New  emissions  standards  will  also  be 
set  to  control  both  stationary  and  vehicular  sources 
of  pollution. 

As  can  be  seen  in  Chart  15,  California  has  turned 
the  corner  on  vehicle  pollution,  however,  more  work  is 
needed  if  the  objective  of  restoring  air  quality  to  the 


1940  levels  is  to  be  met,  particularly  with  the  increase 
in  car  population  anticipated  by  1980. 

The  budget  provides  $1.6  million  for  constructing 
and  equipping  a  new  air  pollution  laboratory  which 
will  be  capable  of  evaluating  the  numerous  control 
systems  being  developed.  It  will  also  be  used  for 
research  and  development  in  connection  with  the  in- 
creasingly critical  emissions  standards. 
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San  Francisco  Bay  Conservation  and 
Development  Commission 

The  commission  was  created  by  the  McAteer-Petris 
Act  in  1965  to  ensure  against  indiscriminate  and  un- 
planned filling  of  San  Francisco  Bay.  It  continued 
without  permanent  status  until  the  1969  Legislature 
passed  AB  2057.  This  bill  gave  the  commission  perma- 
nent status  and  increased  its  regulatory  powers  over 
salt  ponds  and  managed  wetlands.  AB  2057  further 
required  the  commission  to  make  a  continuing  review 
of  all  matters  covered  in  the  San  Francisco  Bay  Plan 
and  to  submit  an  annual  report  of  its  findings  to  the 
Governor  and  the  Legislature. 
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Departments  within  this  area  are  a  grouping  of 
diverse,  independent  and  complex  programs.  They 
are  primarily  concerned  with :  promoting,  protecting 
and  developing  agriculture;  protection  of  consumers 
through  regulation  and  licensing  of  professional  in- 
dividual business  services;  selected  programs  involv- 
ing central  administrative  operations  of  the  state  such 
as  Franchise  Tax  Board,  Personnel  Board  and  Gen- 
eral Services. 

Department  of  Agriculture 

In  keeping  with  the  state's  concern  for  the  quality 
of  our  environment,  the  Department  of  Agriculture 
is  assuming  active  leadership  to  insure  that  agricul- 
ture 's  share  of  responsibility  in  the  fight  against  pol- 
lution is  met.  In  the  budget  year  the  department  will 
accomplish  this  by  increasing  and  expanding  pesti- 
cide regulatory  activities.  The  ongoing  activities  of 
licensing  or  registration  of  pesticide  dealers  and  sales- 
men, and  regulation  of  the  use  of  agricultural  chemi- 
cals, will  assist  in  the  attempt  to  minimize  deteriora- 
tion of  our  environment.  In  addition,  1969  legislation 
broadened  the  responsibility  and  expanded  the  pesti- 
cide residue  inspection  activity  which  provides  a 
surveillance  program  to  assure  the  wholesomeness  of 
California's  crops  as  they  reach  the  marketplace. 

The  emphasis  on  detection  and  eradication  of  pests, 
prior  to  their  establishment  as  a,  threat  to  crops,  is 
continuing.  A  cooperative  effort  on  the  part  of  fed- 
eral, state,  and  county  jurisdictions  will  provide  pro- 
tection against  the  establishment  and  spread  of  new 
and  potentially  destructive  pest  organisms.  This  pest 
detection  system  will  attempt  to  identify  dangerous 
pests  before  infestation  reaches  economically  destruc- 
tive levels.  The  program  will  be  administered  by  a 
highly  integrated  organization  structure  comprised 
of  units  from  the  state,  county  departments  of  agri- 
culture and  the  United  States  Department  of  Agri- 
culture. 

Proposed  in  the  budget  year  are  cost  sharing  plans 
which  will  establish-  industry-government  cooperative 
agreements  to  fund  certain  programs.  Under  these 
plans  industry  will  participate  in  the  cost  of  the 
program  by  providing  funds  for  direct  control  efforts 
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but  the  department  will  retain  overall  program  re- 
sponsibility. 

A  four-year  program  began  in  1969-70  to  com- 
pletely eradicate  the  potentially  destructive  pest 
Wooly  Whitefly.  The  spread  of  this  pest  had  been 
continuing  despite  suppressive  efforts  on  the  part  of 
industry  and  county  government.  The  department  has 
determined  that  eradication  of  the  Wooly  "Whitefly  is 
possible,  and  the  potential  damage  to  crops  estimated 
at  $2.5  million  annually,  makes  it  economically  im- 
perative. 

Reduction  in  program  costs  have  occurred  selec- 
tively throughout  the  budget.  Many  of  these  reduc- 
tions reflect  the  departmental  policy  of  thorough 
program  review  and  evaluation  which  has  resulted  in 
economies  and  corresponding  program  reductions 
wherever  possible.  No  essential  reduction  or  curtail- 
ment of  program  level  is  proposed  in  this  budget. 

Department  of  General  Services 

This  department  provides  centralized  property 
management,  maintenance  and  security,  operational 
support  and  management  assistance  services.  Several 
program  changes  which  are  expected  to  improve  ef- 
ficiency and  economy  are  proposed  in  this  budget. 

The  Facilities  Planning  program  will  continue  to 
expand  its  statewide  responsibilities  for  the  statewide 
Space  Management  Program  in  1970-71  and  thus 
continue  to  implement  sound  business  practices  in  the 
design  and  utilization  of  state  office  building  space. 

An  increased  demand  for  electronic  data  processing 
services  will  result  in  a  further  expansion  of  the  data 
processing  service  center  operation.  In  connection 
with  the  administration's  continued  improvement  in 
data  processing  services,  the  department  will  begin 
to  test  the  feasibility  of  utilizing  optical  scanning 
equipment  in  the  state's  data  processing  operation. 
If  this  project  is  successful,  this  equipment  will  be 
able  to  more  effectively  and  efficiently  handle  work 
for  many  state  agencies  such  as  the  Treasurer,  the 
Department  of  Motor  Vehicles,  and  the  State  Printing 
Plant. 

The  department's  procurement  program  is  being 
consolidated  in  order  to  improve  the  ability  of  this 
support  activity  to  respond  to  agency  needs  with  re- 
duced overhead. 
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In  addition,  a  number  of  state  automobiles  in  the 
Los  Angeles  motor  pool  will  be  converted  to  natural 
petroleum  gas  operation  as  a  demonstration  of  the 
feasibility  of  the  use  of  fuels  with  significantly  re- 
duced air  pollutants. 

Department  of  Professional  and  Vocational  Standards 

The  Department  of  Professional  and  Vocational 
Standards  coordinates  and  supervises  five  programs 
encompassing  the  activities  of  31  boards,  bureaus  and 
commissions  charged  with  licensing  and  regulating 
specified  businesses  and  professions. 

Newly  organized  and  presented  in  the  budget  year 
is  the  Division  of  Consumer  Affairs  in  response  to  the 
mandate  of  the  Governor  to  amplify  and  accelerate 
the  programs  which  contribute  to  the  quality  of  con- 
sumer protection.  This  division  includes  the  following 
units:  Collection  Agency  Licensing  Bureau,  Bureau 
of  Electronic  Kepair  Dealer  Kegistration,  Bureau  of 
Employment  Agencies,  Bureau  of  Furniture  and  Bed- 
ding Inspection,  Bureau  of  Private  Investigators  and 
Adjustors,  and  Office  of  the  Consumer  Counsel. 

Other  programs  in  the  department  are  continued 
at  the  current  level  of  service  in  the  budget  year. 

Department  of  Commerce 

The  Department  of  Commerce  has  established  the 
Division  of  Industry  and  Trade  to  assist  industry  in 
locating  new  sites,  identifying  business  markets,  at- 
tracting tourists  and  generally  encouraging  Cali- 
fornia's economic  situation. 

The  California  Museum  of  Science  and  Industry 
directs  the  Public  Education  and  Science  Program. 
This  program  is  expected  to  touch  3  million  people 
in  the  budget  year.  The  museum  also  promotes  and 
manages  educational  and  other  activities  which  are 
privately  financed  and  staffed  through  donations  and 
volunteer  organizations. 

Teachers'  Retirement  System 

The  General  Fund  will  contribute  $91  million  in 
1970-71  for  the  major  share  of  benefits  for  approxi- 
mately 42,000  retired  teachers.  This  amount  has  been 
increasing  at  a  rapid  rate  in  recent  years  and  will 
continue  to  accelerate  in  future  years.  Current  con- 
servative estimates  indicate  this  payment  will  be  ap- 
proximately $850  million  by  2006-2007. 

The  administrative  budget  provides  for  a  continua- 
tion of  the  past  service  verification  program,  a  con- 
tinued reduction  of  backlogs,  and  the  continuation  of 


the  previously  programmed  change  to  monthly  re- 
porting. These  actions  will  provide  continued  im- 
provement in  the  administration  of  the  system. 

Franchise  Tax  Board 

Chapter  1464,  Statutes  of  1969,  enacted  a  10  per- 
cent reduction  on  1969  income  tax  for  legislated  maxi- 
mums. This  will  return  approximately  $100  million 
to  the  taxpayers. 

Chapter  1320,  Statutes  of  1969,  provides  for  ad- 
ministering of  exemptions  from  tax  under  the  Bank 
and  Corporation  Tax  Law. 

State  Personnel  Board 

In  the  current  year,  the  State  Personnel  Board  will 
begin  to  assume  responsibility  for  administering  all 
county  merit  system  programs  which  are  required  by 
the  federal  government  as  a  condition  for  local  gov- 
ernments to  receive  federal  grant-in-aid  money.  The 
administration  phases  for  the  welfare  and  Medi-Cal 
programs  will  be  transferred  from  the  Department  of 
Social  Welfare  while  merit  system  coverage  for  pub- 
lic health  employees  will  be  initiated  in  July.  The 
Management  Development  Institute  will  be  continued 
as  an  important  ingredient  in  the  development  of 
managerial  talent.  Other  board  functions  are  pro- 
posed for  continuation  at  the  level  required  to  main- 
tain the  state's  anticipated  personnel  requirements. 

Department  of  Veterans'  Affairs 

This  department  administers  programs  for  the 
California  veteran  that  include  the  financing  of  farm 
and  home  purchases,  the  operation  of  a  home  for  the 
aged  and  disabled  veteran,  educational  assistance,  and 
determination  of  eligibility  for  state  benefits. 

The  only  significant  change  in  level  of  service  that 
has  occurred  recently  in  this  department  has  been 
caused  by  the  state's  inability  to  sell  any  of  the  $200 
million  in  bonds  that  were  authorized  in  June  1968. 
As  a  result,  the  number  of  loans  made  to  eligible 
veterans  will  decrease  drastically  from  7,137  in 
1968-69  to  an  estimated  1,500  in  1969-70.  This  min- 
imal number  of  loans  will  be  financed  by  approxi- 
mately $12  million  received  as  repayments  on  existing 
loans,  and  $13  million  which  the  Governor  has  au- 
thorized as  a  loan  from  the  State  General  Fund. 

While  it  falls  short  of  demand  the  $13  million  will 
help  to  alleviate  some  of  the  hardship  cases  that  have 
developed  because  of  the  present  situation. 
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The  two  broad  program  areas  under  this  heading 
represent:  (1)  the  state's  interest  in  promoting  sound 
business  practices  to  the  end  that  the  public  is  pro- 
tected from  economic  loss  and  illegal  or  unethical 
business  practices;  (2)  those  departments  concerned 
with  the  efficient,  rapid,  and  safe  movement  of  people 
and  goods  throughout  the  state. 

Business 

In  general,  the  expenditures  and  personnel  man- 
years  devoted  to  regulatory  activities  will  be  less  than 
those  of  last  year.  Expenditures  for  seven  business 
and  investment  regulatory  departments  (including 
the  State  Banking  Department;  the  Departments  of 
Alcoholic  Beverage  Control,  Corporations,  Housing 
and  Community  Development,  Insurance,  Real  Estate, 
and  Savings  and  Loan)  are  being  reduced  by  $702,580, 
from  $25,020,024  to  $24,317,444  and  man-years  are 
being  reduced  by  59.8,  from  1,634.5  to  1,574.7.  These 
reductions  are  made  possible  chiefly  through  careful 
management  and  improved  operating  efficiencies. 

Recent  legislation  has  added  new  programs  to  three 
regulatory  bodies  and  substantially  revised  the  oper- 
ating procedure  of  another. 

The  1970-71  budget  for  the  State  Banking  Depart- 
ment includes  a  new  program  for  the  administration 
of  local  agency  securities,  established  by  Chapter  1483, 
Statutes  of  1969.  Under  this  program  the  Superin- 
tendent of  Banks  is  given  the  responsibility  as  Ad- 
ministrator of  Local  Agency  Security  to  act  as  agent 
for  local  treasurers  in  verifying  the  amount  and  qual- 
ity of  collateral  pledged  by  banks  to  secure  deposits 
made  by  local  governmental  units.  The  administrative 
cost  for  this  program  is  a  General  Fund  charge,  re- 
imbursable by  assessment  on  the  participating  banks 

A  new  Factory-Built  Housing  Program  was  enacted 
pursuant  to  Chapter  1422,  Statutes  of  1969,  and  is 
reflected  in  the  Department  of  Housing  and  Commu- 
nity Development's  budget  by  proposed  expenditures 
of  $245,702  for  1970-71.  In  the  past,  mass  produc- 
tion of  housing  has  not  been  fully  utilized  in  Califor- 
nia because  manufacturers  have  been  subject  to  local 
building  regulations.  The  new  program  provides  for 
preemptive  state  regulations  with  adequate  perfor- 
mance criteria  to  encourage  new  techniques  and  mass 
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production.  The  program  will  be  supported  entirely 
by  inspection  and  plan  checking  fees. 

Legislation  was  enacted  in  1969  (Chapter  649)  to 
make  available  adequate  property  insurance  coverage 
against  losses  from  riots  and  civil  disorders  to  areas 
of  the  state  which  are  unable  to  obtain  such  insurance 
at  the  present  time.  The  new  legislation  enables  Cali- 
fornia to  benefit  from  the  Federal  Urban  Property 
Protection  and  Reinsurance  Act  of  1968.  An  appro- 
priation of  $1,500,000  was  provided  by  the  new  state 
law  to  cover  the  estimated  obligation  of  the  state 
under  the  Federal  reinsurance  program  for  1969-70, 
and  $1,600,000  is  included  in  the  proposed  budget  to 
meet  the  state's  obligation  in  1970-71. 

Jurisdiction  over  most  real  estate  syndicates  has 
been  transferred  from  the  Department  of  Corpora- 
tions to  the  Department  of  Real  Estate  by  Chapter 
928,  Statutes  of  1969,  effective  January  2,  1970. 

The  1970-71  budget  for  the  Department  of  Corpo- 
rations reflects  the  implementation  of  the  Corporate 
Securities  Law  of  1968,  which  has  provided  for  a 
major  revision  of  the  securities  regulation  system  of 
the  State  of  California.  This  new  act  has  made  it 
possible  for  the  Department  to  focus  its  administra- 
tive efforts  on  the  problem  areas  of  present  securities 
transactions,  and  to  eliminate  unnecessary  workload. 

Since  1968  the  Department  of  Savings  and  Loan 
has  shifted  the  emphasis  of  its  examination  program 
from  financial  verification  to  an  analysis  of  manage- 
ment policy,  methods,  performance  and  organization 
structure.  Although  there  has  been  a  4  percent  annual 
increase  in  the  number  of  savers  and  investors  over 
the  prior  year,  the  Department  has  been  able  to  reduce 
the  number  of  authorized  positions  by  economies  ac- 
complished through  careful  management  and  by  con- 
centrating the  examination  program  on  marginal  as- 
sociations. 

Transportation 

The  financial  plans  for  those  departments  related 
to  transportation  reflect  an  added  concern  for  econ- 
omy, safety,  and  the  environment  in  1970-71. 

In  the  interest  of  economy  the  total  expenditures 
proposed  for  these  departments  will  be  $157,252,425 
less  than  estimated  for  1969-70.  The  major  reduction 
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is  the  result  of  a  deferral  by  the  Highway  Commission 
of  over  $126  million  in  highway  construction  projects. 
This  has  been  done  in  cooperation  with  President 
Nixon's  request  that  highway  construction  be  slowed 
to  combat  inflation. 

The  Department  of  Motor  Vehicles  has  continued  to 
modernize  vehicle  registration  and  driver  licensing 
procedures  in  order  to  reduce  costs.  The  implementa- 
tion by  the  department  of  the  recommendations  of 
the  Governor's  Task  Force,  Management  Reporting 
and  Control  Program  (MARC)  and  Automated  Man- 
agement Information  System  (AMIS)  will  result  in 
a  reduction  of  370  funded  man-years  over  a  two-year 
period  ending  June  30,  1971.  This  net  reduction  was 
accomplished  in  the  face  of  an  increase  of  over  one 
million  vehicle  registration  transactions  and  an  in- 
crease of  over  950,000  driver's  license  applications. 
The  department's  automation  system  will  also  be 
utilized  for  registering  undocumented  vessels,  a  func- 
tion which  was  transferred  from  the  Department  of 
Navigation  and  Ocean  Development  in  accordance 
with  the  Governor's  Reorganization  Plan  No.  2  of 
1969. 

The  Department  of  Motor  Vehicles  continues  its 
programs  of  education,  licensing  and  control  of  driv- 
ers to  allow  them  to  make  the  maximum  use  of  our 
highways  with  safety  and  without  interferring  with 
the  rights  of  others.  Post  licensing  control  of  errant 
or  unsafe  drivers  alone  will  cost  the  state  over  $11 
million. 

The  sharp  increases  in  automobile  and  air  travel 
places  an  additional  burden  on  the  state  to  require 
more  and  effective  methods  to  insure  transportation 
safety.  The  1970-71  Department  of  Public  Works 
budget  contains  funds  for  132  miles  of  modern,  multi- 
lane  freeway,  37  miles  of  widening  existing  freeways, 
12  miles  of  multi-lane  and  47  miles  of  two-lane  ex- 
pressways. In  addition,  the  Department  of  Public 
Works  will  spend  over  $13.5  million  on  new  highway 
safety  improvements  at  accident  concentration  lo- 
cations. 

The  Department  of  Aeronautics  has  authorized  the 
funding  for  23  airport  construction  projects  in  1970- 
71  totaling  $1,505,513  and  approved  the  apportion- 
ment of  an  additional  $500,000  to  cities,  counties  and 
airport  districts.  The  department  will  complete  its 
master  plan  for  aviation  in  California  and  evaluate 
a  navigational  system  for  safe  flying  under  conditions 
of  low  visibility. 

The  California  Highway  Patrol  will  add  two  new 
helicopters  to  the  three  already  in  service  under  a 
federal   pilot   project.    The    helicopters    are   used   to 


immediately  identify  traffic  conjestion  or  accidents 
which  prevents  further  loss  of  time  or  lives  on  the 
state's  highways.  Total  expenditures  for  this  depart- 
ment will  be  increased  by  $2.9  million  which  will  allow 
an  effective  level  of  enforcement. 

Concern  for  the  environment  has  been  an  integral 
part  of  highway  design  for  many  years.  This  year 
the  Department  of  Public  Works  will  further  concern 
itself  directly  with  the  effect  of  motor  vehicle  air  pol- 
lution on  the  environment.  For  1970-71  the  depart- 
ment has  budgeted  a  total  of  $1.1  million  for  the 
study  and  control  of  air  pollution,  including  the  con- 
version of  many  of  their  vehicles  to  compressed  na- 
tural gas.  This  work  will  be  done  in  cooperation 
with  the  Air  Resources  Board. 

Another  form  of  environmental  pollution  is  noise 
from  airport  operations.  Last  year  the  Legislature 
directed  the  Department  of  Aeronautics  to  establish 
airport  and  aircraft  noise  standards.  This  budget  pro- 
vides for  the  complete  development  of  those  standards. 

CHART  16 


TRANSPORTATION  EXPENDITURE  DOLLARS, 
STATE  FUNDS,  1970-71  (in  thousands) 
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Under  this  heading  are  programs  not  related  to  an 
agency.  These  include  the  constitutional  officers  and 
boards,  and  various  other  boards,  commissions  and 
departments.  Also  included  under  this  heading  are 
the  Judicial  and  Legislative  branches  of  government. 

Tax  Relief 

The  establishment  of  a  program  to  provide  prop- 
erty tax  relief  has  been  and  continues  to  be  a  major 
concern  of  this  administration.  The  first  steps  in 
establishing  a  program  began  in  1967  with  the  Senior 
Citizens'  Property  Tax  Relief  program.  Homeowners' 
Property  Tax  Relief  and  Personal  Property  Tax  Re- 
lief were  added  in  1968.  The  Personal  Property  Tax 
Relief  program  was  increased  in  1969. 

These  programs  represent  a  broad-based  effort  with 
the  objective  of  providing  meaningful  property  tax 
relief.  Expenditures,  in  terms  of  both  direct  payments 
to  individuals  and  payments  to  local  jurisdictions  to 
replace  tax  loss,  will  total  approximately  $309.9  mil- 
lion for  the  1970-71  fiscal  year.  This  represents  an 
increase  of  approximately  $56  million  over  the  cur- 
rent year. 

Various  studies  are  being  made  and  plans  consid- 
ered which  will  provide  additional  property  tax  relief 
in  the  future.  Legislation  will  be  introduced,  at  this 
session,  to  broaden  and  expand  this  needed  program. 

The  following  is  a  short  discussion  of  each  of  the 
property  tax  relief  programs : 

Senior  Citizens'  Property  Tax  Relief 

Chapter  930,  Statutes  of  1967,  established  the  first 
step  in  providing  property  tax  relief.  This  program 
provides  direct  payment  of  property  tax  refunds  to 
senior  citizens  with  limited  incomes.  Expenditures  for 
this  program  are  estimated  to  be  $10  million  for  the 
1970-71  fiscal  vear. 


Homeoivncrs'  Property  Tax  Relief 

Chapter  1,  Statutes  of  1968,  1st  Extraordinary 
Session  broadened  the  property  tax  relief  program  to 
include  general  individual  homeowners.  The  first  year 
of  the  program  provided  a  direct  payment  of  $70  for 
each  qualified  homeowner.  The  program  now  provides 
a  $750  property  tax  exemption  of  the  total  assessed 
valuation  which  is  administered  by  the  local  county 
assesors.  Expenditures  for  this  program  are  estimated 
to  be  $213  million  for  the  1970-71  fiscal  year. 

Personal  Property  Tax  Relief 

Chapter  1,  Statutes  of  1968,  1st  Extraordinary 
Session  also  provided  the  first  step  in  providing  an 
exemption  for  business  inventories.  This  bill  provided 
an  exemption  of  15  percent  of  the  assessed  value  of 
business  inventories.  This  local  tax  loss  was  to  be  di- 
rectly reimbursed  from  state  funds. 

Chapter  1526,  Statutes  of  1969,  increased  this 
exemption,  beginning  in  the  1970-71  fiscal  year,  to 
30  percent  of  the  assessed  value  of  business  invento- 
ries. Expenditures  for  this  program  for  the  1970-71 
fiscal  year  are  estimated  to  be  approximately  $96.6 
million  as  a  transfer  to  a  special  fund  established  for 
this  purpose.  The  reimbursement  to  local  jurisdictions 
to  cover  the  actual  tax  loss  is  estimated  to  be  ap- 
proximately $86.9  million. 

Salary  Increase 

This  budget  includes  $60  million  dollars  of  General 
Fund  and  $21  million  of  Special  Funds  which  are 
sufficient  for  the  equivalent  of  a  5  percent  salary 
increase  for  all  state  employees  under  a  salary  setting 
authority. 
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Lieutenant  Governor 

In  October  1969,  the  Governor  designated  the  Lieu- 
tenant Governor  as  the  Chief  Executive  Officer  for 
Intergovernmental  Kelations.  This  added  responsi- 
bility provides  for  the  centralized  coordination  of  the 
functions  of  several  independent  state  agencies  and 
activities  and  supports  the  Governor 's  Cabinet  system 
for  reviewing  and  establishing  statewide  policy.  In- 
cluded in  this  group  of  agencies  is  the  Interagency 
Council  on  Ocean  Kesources  and  the  Advisory  Com- 
mission on  Marine  and  Coastal  Kesources.  While  these 
are  two  independent  agencies  they  have  a  common 
program  interest.  Under  this  new  relationship  the 
Lieutenant  Governor  will  provide  the  coordinating 
link  for  a  unified  approach  to  the  planning  for  the 
use  and  development  of  the  state's  ocean  resources  as 
well  as  the  program  areas  of  the  other  state  agencies 
reporting  through  the  Lieutenant  Governor.  Other 
program  areas  include  Electronic  Data  Processing, 
Environmental  Quality,  Model  Cities,  and  Intergov- 
ernmental Management. 

The  Lieutenant  Governor  is  now  responsible  for 
eleven  independent  agencies  with  a  total  program 
cost  of  approximately  $1.9  million  for  1970-71. 

Public  Utilities  Commission 

During  the  past  year  public  utility  companies  filed 
applications  to  increase  their  rates  by  a  total  of  $215 
million,  however  the  Public  Utilities  Commission 
authorized  rate  increases  of  only  $83  million  to  meet 
higher  operating  costs.  Furthermore,  these  increases 
were  more  than  offset  by  $95  million  in  savings  to 
California  utility  customers  secured  by  action  of  the 
commission  before  the  Federal  Power  Commission  and 
the  Federal  Communications  Commission. 

A  reevaluation  of  programs  and  procedures  has  re- 
sulted in  a  savings  of  $358,369  as  compared  with  the 
current  year  budget.  This  will  be  accomplished  with- 
out loss  of  efficiency. 

Board  of  Equalization 

Chapters  24  and  1567,  Statutes  of  1969  provide 
that  the  Board  of  Equalization  will  administer  and 
collect  transit  district  transactions  and  use  tax  for 
San  Francisco  Bay  Area  Rapid  Transit  (BART) 
and  Southern  California  Eapid  Transit  District 
(SCRTD).  This  new  program  will  become  opera- 
tional on  April  1,  1970,  for  BART  on  a  continuing 
basis.  SCRTD  will  be  operational  on  July  1,  1970,  for 
a  duration  of  six  months. 

Secretary  of  State 

A  continuing  increase  in  the  number  and  complex- 
ity of  corporate  documents  required  to  be  filed  with 
the  Secretary  of  State  has  resulted  in  additional 
staffing  requirements  during  1969-70  and  1970-71. 
This  budget  provides  the  positions  necessary  for 
this  workload  increase. 

Chapter  1159,  Statutes  of  1969  provides  that  effec- 
tive January  1,  1971  corporations  will  be  required  to 
file  annually  information  regarding  the  names  and 


addresses  of  their  officers.  An  Emergency  Fund  allo- 
cation of  $10,000  has  been  made  available  during  the 
current  year  for  a  study  of  the  application  of  data 
processing  techniques  in  implementing  this  new 
statute. 

Military  Department 

The  Military  Department  is  responsible  for 
organizing  and  directing  the  activities  of  the  Cali- 
fornia National  Guard.  The  Army  National  Guard 
consists  of  approximately  22,500  officers  and  men  in 
full  operational  readiness,  assigned  to  158  units  lo- 
cated in  115  communities  from  Oregon  to  the  Mex- 
ican border.  The  Air  National  Guard  consists  of 
approximately  4,800  officers  and  men  assigned  to  45 
units  located  at  four  flight  bases  and  three  nonflight 
installations.  The  National  Guard  is  subject  to  fed- 
eral mobilization  in  time  of  national  emergency,  but 
otherwise  is  available  to  the  Governor  for  military 
support  of  civil  authority  anywhere  in  California  in 
the  event  of  natural  or  war-caused  disasters,  civil 
disturbances  or  other  emergencies. 

The  Military  Department  also  operates  the  Califor- 
nia Cadet  Corps  Program  by  prescribing  rules  and 
regulations  pertaining  to  the  organization  of  cadet 
units  and  training  to  be  conducted,  provides  supplies, 
uniforms,  manuals  and  conducts  inspections.  The 
schools  provide  facilities,  pay  salaries  of  comman- 
dants of  cadets  and  guide  and  control  their  respective 
units.  The  Department  of  Education  coordinates  with 
the  Military  Department  by  determining  that  com- 
mandants are  educationally  qualified  and  maintaining 
liaison  through  a  Department  of  Education  repre- 
sentative on  the  Advisory  Committee  for  the  Cali- 
fornia Cadet  Corps. 

After  reassessing  needs  and  shifting  efforts  to  pro- 
grams considered  more  vital  it  was  determined  not  to 
include  funds  for  the  Cadet  Corps  program  in 
1970-71.  The  local  schools  may  maintain  the  program 
at  their  option  through  use  of  their  funds  and  con- 
tinue to  receive  ADA  allowance  from  the  state  for 
enrolled  cadets. 

Justice 

The  workload  of  the  Department  of  Justice  is,  to  a 
considerable  extent,  related  to  the  growth  of  the  state 
and  its  government  because  of  the  attendant  increase 
in  the  civil  and  administrative  legal  problems  of  state 
departments,  boards  and  commissions.  An  increase  in 
criminal  activity  is  having  an  effect  on  the  workload 
of  the  department  in  the  area  of  law  enforcement. 
The  budget  for  1970-71  will  include  funds  for  21 
additional  positions  in  the  State  Bureau  of  Narcotics 
Enforcement,  plus  $320  000  for  a  new  system  of  com- 
pensation for  State  Narcotic  Agents  which  recog- 
nizes the  hazards  and  long  hours  of  extra  duty  which 
go  with  their  work.  It  is  unjust  to  ask  these  dedicated 
men  to  work  the  hundreds  of  hours  of  overtime  they 
have  up  to  now  been  volunteering  without  special 
compensation.  Court  decisions  also  have  an  effect  on 
the  legal  problems  in  criminal  law,  primarily  in'  the 
areas  'of  writs  and  appeals  where  the  time  needed  to 
represent  the  people  properly  in  each  case  was  in- 
creased significantly. 
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In  the  area  of  law  enforcement,  a  principal  contri- 
bution of  the  Department  of  Justice  is  that  of  pro- 
viding data  and  services  connected  with  criminal 
identification  and  investigation  and  the  exchange  of 
information  with  local  law  enforcement  agencies.  To 
improve  effectiveness  and  responsiveness  in  this  area, 
the  department  is  applying  automatic  data  processing 
technology. 

The  California  Law  Enforcement  Telecommunica- 
tions System  (CLETS)  became  operational  during 
1969-70.  This  automated  system  replaces  the  old  State- 
wide Teletype  system  and  provides  rapid  routing  of 
messages  through  computer  switchers  located  in  Sac- 
ramento and  Los  Angeles.  CLETS  will  provide  all 
agencies  on  the  system  with  rapid  access  to  the  compu- 
terized information  files  of  the  Highway  Patrol,  De- 
partment of  Justice,  and  the  Department  of  Motor 
Vehicles. 

Implementation  of  the  Criminal  Justice  Informa- 
tion System  (CJIS)  was  begun  in  1969-70.  Limited 
conversion  of  existing  systems  will  continue  through 
1970-71.  CJIS  will  not  only  provide  law  enforcement 
agencies  with  all  essential  information  currently  con- 
tained in  the  department's  files,  but  in  addition  will 
provide  rapid  access  to  the  information,  primarily 
through  CLETS. 

Through  the  programs  of  the  Commission  on  Peace 
Officers'  Standards  and  Training,  a  total  of  11,900 
officers  were  trained,  410  jurisdictions  were  eligible 
for  state  assistance  for  peace  officer  training,  and 
$2,717,266'  was  paid  to  local  jurisdictions  in  1968-69. 
In  1969-70  it  is  anticipated  17,800  officers  will  be 
trained  and  $4,927,400  allocated  to  local  jurisdictions. 
The  1970-71  program  plans  for  the  training  of  19,000 
officers  and  reimbursements  to  local  jurisdictions  of 
$5,168,700.  The  increase  in  the  number  of  officers 
being  trained  each  year  represents  additional  officers 
being  brought  into  continuing  training  programs. 

Finance 

The  Department  of  Finance  serves  as  the  Gover- 
nor's chief  fiscal  and  policy  advisor. 

This  role  is  carried  out  through  the  operation  of 
two  programs:  (1)  The  Programming  and  Budgeting 
System;  (2)  Fiscal  and  Program  Compliance. 

This  budget  continues  the  plan  to  emphasize  the 


Programming  and  Budgeting  System,  while  achieving 
savings  in  total  costs  of  both  programs.  This  will  be 
done  by  delegating  to  the  operating  departments 
more  responsibility  for  day  to  day  operations  of 
budget  development,  execution  and  post  auditing. 

An  automated  Budget  Data  System  was  authorized 
in  1969-70  and  is  now  in  the  design  stage.  The  im- 
plementation of  the  system  will  be  in  phases.  Phase  I 
is  expected  to  begin  operation  in  June  1970,  in  paral- 
lel with  the  existing  manual  systems.  Funds  to  com- 
plete the  implementation  of  Phase  I  and  develop  the 
detail  schedules  and  plans  for  Phase  II  are  included 
in  the  1970-71  Budget. 

The  Programming  and  Budgeting  System  for  1970- 
71  reflects  a  reduction  as  the  result  of  the  transfer  of 
the  State  Office  of  Planning  to  the  Lieutenant  Gov- 
ernor. 

Judicial 

Continuing  increases  in  workload  have  caused 
further  backlog  in  the  courts.  In  order  to  accom- 
modate this  situation  three  additional  judges  and  re- 
lated staff  were  added  to  the  Fourth  District  Court 
of  Appeals  by  Chapter  1487,  Statutes  of  1969.  In 
1970-71,  a  single  appropriation  is  being  prepared  for 
the  Judicial  System.  This  appropriation,  which  will 
be  for  support  of  the  Judicial  Council,  Supreme 
Court,  and  District  Courts  of  Appeal,  shall  be  sub- 
ject to  allocation  by  the  Judicial  Council.  This  pro- 
cedure is  expected  to  promote  efficiency  and  grant 
greater  flexibility  to  the  courts  in  meeting  their 
workload. 

Provision  for  judges'  salary  increase  was  altered 
by  Chapter  1507,  Statutes  of  1969,  which  stipulates 
that  on  September  1  of  each  year  the  salary  of  each 
justice  and  judge  of  the  California  Supreme  Court, 
District  Courts  of  Appeal,  Superior  Courts,  and  Mu- 
nicipal Courts  be  increased  by  the  percentage  by 
which  the  California  consumer  price  index  has  in- 
creased in  the  previous  calendar  year. 

In  past  years  the  balance  in  the  Judges'  Retirement 
Fund  has  not  been  adequate  to  pay  benefits,  resulting 
in  special  budget  act  appropriations  to  maintain  fund 
solvency.  The  solvency  problem  was  solved  by  Chap- 
ter 1499,  Statutes  of  1969,  which  provided  for  a  minor 
increase  in  various  filing  fees,  that  are  to  be  deposited 
in  the  Judges'  Retirement  Fund. 
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TABLE  8 
PERSONNEL   MAN-YEARS  AND   SALARY   COST   ESTIMATES 


Actual 
1968-69 

FUNCTION                                                                   man-years  Cost 

Legislative 244.3  $3,280,355 

Judicial  287.5  4,612,410 

Executive    206.4  2,257,231 

General  Administration 4,859  42,827,068 

Agriculture   1,900.8  17,103,013 

Commerce   118  894,204 

Corrections  10,127.6  96,844.735 

Education   2,172.7  20,306,977 

Higher  Education 60,540.9  560,967,611 

Fiscal  Affairs  „ 4,845.2  44,253,440 

Health  and  Welfare 32,991.9  281,013,93S 

Industrial  Relations 3,218.9  30,806,576 

Justice  __— 1,504.1  14,194,418 

Military  Affairs 506.7  3,684,553 

Regulation  and  Licensing 2,962.1  30,162,228 

Resources    11,445.1  106,891,701 

Transportation 32,776.6  315,668,854 

Veterans  Affairs 937.2  7,343,681 

Miscellaneous   9.9  94,525 

Augmentation  for  Salary  Increases -  - 

Augmentation  for  Overtime  Pay —  - 

Totals 171,654.9  $1,583,207,518 

CLASSIFICATION 

Statutory    304  $6,SS6,854 

Exempt    882.5  11,106,722 

Civil  Service 110,126.1  1,006,251,659 

University  of  California 37,513.3  331,163,517 

State  Colleges  and  Trustees 22,222.3  224,236,651 

Other  State  College  Facilities 545.2  2,560,032 

Hastings  College  of  Law 61.5  1,002,083 

Augmentation  for  Salary  Increases -  - 

Augmentation  for  Overtime  Pay - 

Totals 171,654.9  $1,583,207,518 


Estimated 
1969-70 
Personnel 


man-years 

242 

321.4 

296.2 

5,031.7 

2,027.2 

132.1 

10,512.2 

2,481.4 

66,S22 

5,015.6 

34,878.5 

3,244.6 

1,712.1 

3S1.6 

3,011.3 

11,677.3 

33,494 

949.5 

10 


$3, 
5, 

4& 

19 
1. 

105 
24 

668 
48 

313 

32 

16 

3 

32 

113 

342 
7 


Cost 

461,439 

500,987 

459,345 

,078,291 

128,317 

048,669 

,181,005 

170,324 

,933,471 

,132,569 

,002,942 

,455,071 

995,356 

,286,217 

,633,170 

,625,205 

,904,255 

823,022 

102,428 

27S.409 


Personnel 
man-years 
243 
322.4 
306.6 
4,920.3 
1,930.9 
133 
10,364.2 
2,457.4 
68,948 

5,005.3 
34,127 
3,060.8 
1.7S2.1 
337.9 
2,889.7 
10,740.4 
32,882.2 
946 
10 


Proposed 
1970-71 

Cost 

$3,753,141 

5,669,131 

3,826,766 

45,158,560 

18,618,029 

1,079,486 

105,608,562 

24,353,090 

705,914,456 

4S,652,261 

313,471,335 

31,181,685 

17,984,836 

2,963,192 

31,713,748 

108,239,967 

346,893,668 

7,848,212 

106,623 

81,000,000 


1S2.240.7 

$1,788,200,492 

181,407.2 

$1,904,036,748 

307.1 

$7,446,950 

307.1 

$7,830,281 

936.S 

12,779,421 

925.8 

12,86S,374 

114,422.5 

1,101,362,499 

111,487.6 

1,099,253,470 

40,130.1 

38S,831,616 

40,756.6 

399,206,970 

25,679.9 

273,034,182 

27,152.8 

299,332,786 

679.4 

3,299,427 

685.1 

3,228,652 

84.9 

1,167,988 

92.2 

1,316,215 

— 

— 

— 

81,000,000 

- 

278,409 

- 

- 

182,240.7    $1,788,200,492        181,407.2    $1,904,036,748 
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Revenue  Satimatet 


State  revenues  as  shown  in  this  budget  are  projected 
at  $6,123,486,375  for  the  1970-71  fiscal  year,  approxi- 
mately $391  million  greater  than  is  anticipated  for 
the  current  fiscal  year  and  $669  million  greater  than 
was  received  in  1968-69.  Of  the  $6,123,486,000,*  ap- 
proximately $4,704,128,000  is  forecast  as  revenue  for 
the  General  Fund  and  $1,419,358,000  as  total  receipts 
for  the  various  special  funds. 

Tax  yields  for  most  of  the  major  taxes  closely 
follow  changes  in  economic  activitiy  in  this  state.  Cali- 
fornia's economy  generally  moves  with  that  of  the  na- 
tion but  the  fluctuations  here  are  usually  not  as  great 
as  in  the  rest  of  the  country. 

Many  of  the  leading  indicators  of  economic  activity 
in  this  state  as  well  as  the  country  were  showing  a 
slowdown  at  year-end  giving  credence  to  many  pre- 
dictions that  the  restrictive  monetary  policies  in  1969 
would  produce  little  if  any  real  economic  growth  in 
1970.  In  fact,  proponents  of  the  monetary  theory  of 
economic  control  are  predicting  an  actual  decline  in 
real  Gross  National  Product  for  the  major  part  of 
this  year. 

Other  economists,  while  acknowledging  the  effect  of 
the  restrictive  monetary  policy,  discount  its  overall 
impact  on  the  economy  and  point  to  sustained  eco- 
nomic growth.  A  detailed  analysis  of  these  two  major 
forecasts  and  the  respective  sets  of  the  economic  ac- 
counts follow  in  the  section  on  economic  conditions. 

Because  of  the  different  impact  of  these  economic 
assumptions,  two  sets  of  revenue  estimates  have  been 

TABLE  9 

STATE  REVENUE  COLLECTIONS 

(In  millions) 

1970-71 

1968-69    1969-70    1970-71    Percent 
Taxes,  fees,  etc.  Actual  Estimated  Estimated  of  Total 

General  Fund  : 

Sales  and  use $1,653.0  $1,734.0  $1,848.5  30.2 

Personal  income 1,101.7  1,181.0  1,418.0  23.1 

Bank  and  corporation.  592.3  607.5  583.0  9.5 

Cigarette   166.1  163.5  159.9  2.6 

Inheritance  and  gift 158.8  168.9  184.0  3.0 

Insurance    130.3  137.5  151.8  2.5 

Alcoholic  beverage 106.1  112.2  116.3  1.9 

Horse  racing 50.3  47.0  59.6  1.0 

Private  car 3.9  3.7  3.8  0.1 

Other  sources 166.2  1S4.1  179.3  2.9 

Totals, 

General  Fund  _     $4,128.7     $4,339.5     $4,704.1       76.8 

Special  Funds : 
Motor  Vehicle : 

Fuels    $625.7  $655.5  $671.2  11.0 

Registration,  weight, 

etc.    252.8  265.5  276.0  4.5 

License  fee 216.9  235.0  250.0  4.1 

Transportation 21.9  23.0  25.0  0.4 

Cigarette   71.2  69.9  68.1  1.1 

Alcoholic  beverage  ___  12.3  12.6  12.9  0.2 

Horse  racing 9.5  8.8  8.8  0.1 

Other   115.4  123.2  107.3  1.8 

Totals, 

Special    Funds_     $1,325.7     $1,393.4     $1,419.4       23.2 

Totals $5,454.4     $5,732.9     $6,123.5     100.0 

*  This  and  subsequent  dollar   amounts  have   been   rounded.    Totals,    differences   and 
percentages  have  been  computed  from  whole  numbers. 


prepared  and  are  shown  in  the  detailed  analyses  of  the 
individual  tax  sources.  Higher  economic  levels  will  have 
some  effect  on  most  of  the  revenue  sources,  but  the 
major  impact  will  be  apparent  in  five  major  revenue 
sources :  sales  and  use  taxes,  personal  income  tax,  bank 
and  corporation  tax,  inheritance  tax  and  interest  in- 
come. Hence,  estimates  of  the  additional  revenue  have 
been  restricted  to  these  General  Fund  revenue  sources 
only.  The  different  economic  assumptions  such  as 
greater  sales  volume  of  new  vehicles  will  likewise  affect 
special  fund  receipts.  The  complication  of  dual  sets 
of  fund  statements  has  precluded  consideration  of 
differing  revenues  for  these  funds. 

In  order  to  minimize  the  size  of  the  maximum  dif- 
ference between  actual  and  estimated  revenues,  the 
latter,  shown  for  1969-70  and  1970-71,  are  based  on 
the  average  of  the  two  sets  of  estimates. 

Receipts  for  the  General  Fund  and  special  funds 
for  the  past,  current  and  budget  vears  are  shown 
in  Table  9. 

Revised  Estimates 

Last  year's  budget  showed  estimated  revenues  for 
1969-70  totaling  $5,583,345,000  after  deducting  the 
personal  income  tax  reduction  of  $100  million  pro- 
posed by  Governor  Reagan.  Of  this  amount  $4,223,- 
094,000  was  estimated  to  be  received  by  the  General 
Fund  and  $1,360,251,000  by  the  various  special  funds. 
Legislation  added  amounts  estimated  at  that  time  to 
total  $71.1  million  in  General  Fund  receipts  and  $27.3 
million  in  additional  special  fund  revenue. 

The  economic  outlook  upon  which  the  revenue  esti- 
mates were  predicated  proved  to  be  somewhat  low. 
Gross  National  Product  rose  7.7  percent  in  1969  in- 
stead of  6.4  percent,  personal  income  in  this  state  was 
up  8.3  percent  rather  than  7.1  percent,  and  the  price 
level  advanced  5.4  percent,  about  45  percent  greater 
than  originally  forecast  last  year.  The  latter  probably 
did  more  to  raise  state  taxes  than  any  other  single 
factor. 

In  the  budget  estimates  prepared  a  year  ago  the 
economy  was  expected  to  rise  rapidly  in  the  first 
half  of  1970  after  a  slow  second  half  of  1969.  In 
contrast,  the  current  expectation  is  for  a  slowdown  in 
the  first  quarter  of  1970  and  a  relatively  weak  second 
quarter  even  under  the  higher  set  of  economic  as- 
sumptions. For  this  reason  revenues,  such  as  the  sales 
tax  wThich  are  predicated  on  conditions  in  fiscal  year 
1969-70,  will  show  only  minor  gains  over  the  esti- 
mates prepared  in  the  original  budget.  On  the  other 
hand,  taxes  which  relate  to  calendar  year  1969,  such 
as  the  personal  income  tax  and  to  a  lesser  extent  the 
bank  and  corporation  tax,  show  a  more  substantial 
growth  in  1969-70  revenue. 

Cigarette  taxes  appear  to  be  in  a  declining  trend  as 
a  result  of  the  publicity  given  to  the  harmful  effects  of 
smoking.  Horse  racing  revenues,  the  other  source  with 
a  major  decline  shown  in  the  current  year  estimates, 
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reflect  the  labor  dispute  that  has  deleted  a  substantial 
number  of  racing  days  in  1969-70. 

A  summary  of  the  original  forecasts,  adjusted  for 
legislation,  and  the  revised  estimates  shown  in  this 
budget  are  given  in  Table  10. 

TABLE   10 

COMPARISON    OF  ORIGINAL  AND   REVISED 

ESTIMATES  OF  STATE    REVENUE   1969-70 

(In  millions) 

Changes 

Taxes,  fees,  etc.                  Original*  Revised      Amount  Percent 

Alcoholic  beverage $124.0  $124.8  $0.8  0.6 

Bank  and  corporation  __          596.0  607.5  11.5  1.9 

Cigarettes    242.0  233.4  -8.6  -3.6 

Horse  racing 63.0  55.8  -7.2  -11.4 

Inheritance  and  gift 171.0  16S.9  -2.1  -1.2 

Insurance    136.6  137.5  0.9  0.7 

Motor  Vehicle : 

Fuel   661.1  655.5  -5.6  -0.8 

License 227.8  235.0  7.2  3.2 

Registration,  weight, 

etc.   260.4  265.5  5.1  2.0 

Transportation 24.0  23.0  -1.0  -4.2 

Personal  income 1,136.0  1,181.0  45.0  4.0 

Private  car 4.1  3.7  -0.4  -9.8 

Sales  and  use 1,730.4  1,734.0  3.6  0.2 

Total  Taxes $5,376.4     $5,425.6  $49.2         0.9 

Other  revenue 305.3  307.3  2.0         0.7 

Total  Revenue $5,681.7     $5,732.9  $51.2  1.0 

General  Fund l,,29k.2       4,839.5  454  1.2 

Special  funds 1,3S1.6       1,3934  5.S  O.J, 

*  Adjusted  for  legislation  enacted  in  the  1969  Regular  Session. 

Economic  Conditions 

Two  separate  economic  forecasts  are  presented  be- 
low. The  totals  and  patterns  for  1970  in  each  of 
them  are  quite  different,  mostly  because  the  forecasts 
are  the  results  of  two  different  theoretical  approaches. 
These  approaches  reflect  a  fundamental  disagreement 
among  economists  about  the  relationship  between 
money  and  economic  activity. 

This  dispute  has  made  more  difficult  the  always 
uncertain  task  of  forecasting  because  of  the  behavior 
of  the  money  supply  in  1969  and  because  of  uncer- 
tainty about  Federal  Reserve  policy  in  1970.  For  those 
who  believe  that  money  matters  most  (monetarists), 
the  severe  restraint  on  the  growth  of  the  money 
supply  in  the  last  seven  months  of  1969  has  already 
laid  the  groundwork  for  a  recession  in  1970 — no  mat- 
ter what  the  Federal  Reserve  does  in  the  near  future. 
This  view  is  buttressed  by  the  expectation  that  the 
Federal  Reserve  System  will  move  towards  only 
moderate  easing  of  the  present  degree  of  restraint, 
which  will  probably  not  occur  before  the  end  of  the 
first  quarter  of  1970.  The  forecast  based  on  this  ap- 
proach results  in  a  Gross  National  Product  of  $970 
billion  in  1970. 

There  are  other  economists  (nonmonetarists)  who 
don't  believe  that  money  is  as  important  in  determin- 
ing economic  activity.  Some  express  an  expectation  of 
a  relatively  large  and  early  easing  of  monetary  policy 
in  1970,  as  assumed  for  the  second  forecast.  However, 
the  cause  of  the  significantly  different  forecasts  is  pri- 
marily due  to  the  greater  weight  given  to  factors  other 
than  money.  Some  of  these  factors  are :  the  January 
1st  reduction  and  midyear  elimination  of  the  income 
tax  surcharge,  the  midyear  increase  in  the  personal 
income  tax  exemption,  the  15  percent  increase  in  social 
security  benefits,  the  forthcoming  federal  pay  increase, 
the  bullish  results  of  recent  surveys  of  businessmen's 


anticipated  expenditures  on  plant  and  equipment,  and 
the  strength  of  inflationary  psychology  in  the  private 
sector.  The  forecast  based  on  a  nonmonetary  approach 
results  in  an  estimated  GNP  of  $990  billion  in  1970. 
Although  the  majority  of  economists  presently  lean 
toward  the  nonmonetary  approach,  the  apparent 
weakness  of  the  economy  at  year-end  suggests  the 
lower  economic  forecast  to  be  the  more  valid.  Be- 
cause this  difference  of  opinion  does  exist,  both  sets 
are  presented  here. 

Economic  Forecast  (Monetary  Approach) 

This  economic  forecast  is  based  on  the  following 
major  assumptions: 

1.  Monetary  restraint  will  be  eased  from  the  de- 
gree of  tightness  which  existed  in  the  last  seven 
months  of  1969.  A  2  to  4  percent  annual  rate  of 
increase  in  the  money  supply  will  be  permitted 
early  in  1970  and  continued  throughout  the  year. 

2.  The  income  tax  surcharge  will  expire  on  June 
30,  1970.  No  new  major  tax  programs  will  be 
enacted  in  time  to  have  a  significant  net  revenue  im- 
pact in  1970. 

3.  Military  personnel  will  be  reduced  by  approxi- 
mately 250,000  in  1970. 

Gross  National  Product 

Gross  National  Product  is  forecast  for  the  current 
year  at  $970  billion,  up  $37.7  billion  (4.0  percent) 
from  1969.  This  small  increase  is  the  anticipated  re- 
sult of  past  and  prospective  application  of  restrictive 
monetary  policy. 

Personal  consumption  expenditures  are  projected  at 
$606.5  billion,  a  gain  of  $30.5  billion  (5.3  percent) 
over  1969.  Durable  goods  are  shown  about  unchanged 
from  last  year  while  both  nondurables  and  services  are 
likely  to  show  slower  rates  of  growth  than  in  recent 
years. 

Private  fixed  investment  is  down  slightly  from  the 
1969  year  average.  Spending  on  both  nonresidential 
structures  and  producers'  durable  equipment  should 
peak  in  the  first  half  and  decline  in  the  second  half 
of  the  year.  It  is  expected  that  businessmen's  exuber- 
ance as  revealed  in  recently  published  surveys  of  in- 
vestment intentions  will  be  modified  by  the  slowdown 
in  business.  The  decline  in  residential  construction 
should  end  early  in  the  year  as  credit  is  eased  slightly. 
Residential  spending  is  projected  up  moderately  for 
the  last  three  quarters. 

The  federal  sector  is  expected  to  be  flat  with  de- 
clines in  defense  being  offset  by  rises  in  other  spend- 
ing. State  and  local  expenditures  are  forecast  below 
recent  trend  in  view  of  the  difficulty  in  selling  bonds 
due  to  continued  high  interest  rates  and  because  of 
slowing  in  tax  collections. 

Employment,  Income  and  Prices 

The  slowdown  in  economic  activity  is  reflected  in 
employment,  personal  income,  corporate  profits,  and 
prices.  Employment  of  78.1  million  and  a  civilian 
labor  force  of  81.9  million  leaves  3.8  million  unem- 
ployed— a  4.7  percent  unemployment  rate.  This  is  a 
sharp  increase  over  recent  rates  and  reflects  one  of  the 
unfortunate  results  of  the  attempts  to  control  infla- 
tion. 
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National  Data 

Gross  national  product 

Consumer  expenditures 

Durable  goods 

Nondurables   

Services 

Private   investment 

Fixed  investment 

Residential    

Other 

Producers'  durable  equipment-- 
Change   in   inventories 

Net   exports   

Government  purchases 

Federal    

Defense   

Other 

State  and  local 

Personal  Income 

Less  personal  taxes 

Federal    

State    

Disposable  income 

Savings    

Corporate    profits    before    taxes    and 
inventory  valuation  adjustment 

Consumer  price  index 

Wholesale  price  index 

Index  of  industrial  production 

Civilian  labor  force  (000) 

Employed  (000) 

Unemployed    (000)    

Unemployment   rate   


TABLE 

11 

ECONOMIC 

DATA 

(D( 

)llar  amounts 
1969 

in  billions) 

1970 

1968 

Monetary  Approach 

Nonmonetary  Approach 

Actual 

Preliminary          Percent  change 

Estimated 

Percent  change 

Estimated 

Percent  change 

$865.7 

$932.3 

7.7 

$970.0 

4.0 

$990.0 

6.2 

536.6 

83.3 

230.6 

222.8 

576.0 

89.6 

243.8 

242.5 

7.3 
7.5 
5.7 
8.9 

606.5 

89.5 

256.0 

261.0 

5.3 

-0.1 
5.0 
7.6 

616.0 

93.5 

260.0 

262.5 

6.9 

4.4 
6.6 
8.2 

126.3 

119.0 

30.2 

29.3 

59.5 

7.3 

139.6 

131.5 

32.2 

33.4 

65.9 

8.0 

10.5 
10.5 

6.7 
14.0 
10.8 

9.5 

133.1 

130.4 

29.3 

35.1 

66.0 

2.7 

-4.7 

-0.8 

-9.0 

5.1 

0.2 

-66.3 

143.5 

137.5 

30.0 

37.5 

70.0 

6.0 

2.8 

4.6 

-6.8 

12.3 

6.2 

-25.0 

2.5 

2.1 

-16.5 

3.4 

61.9 

3.5 

66.7 

200.3 
99.5 
78.0 
21.5 

100.7 

214.7 

102.0 

79.3 

22.8 

112.7 

7.2 
2.5 
1.6 
6.1 
11.9 

227.0 

103.0 

77.5 

25.5 

124.0 

5.7 

1.0 

-2.3 

11.8 

10.0 

227.0 

103.0 

77.5 

25.5 

124.0 

5.7 

1.0 

-2.3 

11.8 
10.0 

687.9 
97.9 
79.5 
18.4 

590.0 
38.4 

747.1 

117.4 

95.5 

21.9 

629.7 

38.0 

8.6 
19.9 
20.1 
19.0 

6.7 
-1.0 

786.0 

118.6 

93.8 

24.8 

667.4 

43.9 

5.2 
1.0 

-1.8 

13.2 

6.0 

15.5 

801.5 

122.1 

96.8 

25.3 

679.4 

46.1 

7.3 
4.0 

1.4 
15.5 

7.9 
21.3 

87.9 

88.6 

0.8 

83.0 

-6.3 

86.0 

-2.9 

121.2 
108.7 
165.4 

127.7 
113.0 

172.2 

5.4 
4.0 

4.1 

134.1 
117.1 
168.0 

5.0 

3.6 

-2.4 

134.6 
117.5 
174.2 

5.4 
4.0 
1.2 

78,737 
75,920 
2,817 
3.6 

80,768 
77,921 
2,847 
3.5 

2.6 
2.6 

1.1 

S1.940 
78,125 
3,815 
4.7 

1.5 

0.3 

34.0 

82,300 
78,925 
3,375 
4.1 

1.9 
1.3 

18.5 

California  Data 

Personal   income   76.6  83.0  8.3  88.1  6.2  89.4  7.7 

Wages  and  salaries 52.1  56.9  9.1  60.1  5.6  61.2  7.5 

Other  labor  income 2.6  2.8  9.0  3.0  7.9  3.0  9.3 

Proprietors'  income 6.8  6.9  1.8  6.9  -  7.0  1.4 

Property  income   10.7  11.5  7.7  12.1  4.9  12.2  5.7 

Transfer  payments 7.2  8.0  11.2  9.4  16.9  9.4  16.4 

Less :  Personal  contributions  for  social 

insurance    2.8  3.2  12.6  3.3  5.4  3.4  7.3 

Federal  income  tax 8.5  10.2  20.4  10.1  -5.7  10.4  2.1 

State  income  tax 1.1  1.1  3.0  1.2  6.4  1.2  6.4 

Disposable   income  a   67.0  71.7  6.9  76.7  7.1  77,8  8.5 

Taxable  corporate  profits 7.3  7.4  1.6  7.1  -4.3  7.4  -1.0 

Civilian  labor  force  (000) 8,095  8,367  3.4  8,480  1.4  8,580  2.5 

Employed  (000) 7,729  7,995  3.4  8,030  0.4  8,175  2.3 

Unemployed    (000)    366  372  1.6  450  21.0  405  8.9 

Unemployment  rate 4.5  4.4  -  5.3  4.7 

Number  of  building  permits  (000) 156.7  183.0  16.8  130.0  -29.0  140.0  -23.5 

New  car  sales  (000) 941  976  3.7  915  -6.3  925  -5.2 

Taxable  sales 39.0  42.1  8.0  43.2  2.7  44.1  4.7 

Consumer  price  index 122.8  129.3  5.3  135.6  4.9  136.2  5.3 

a  Disposable  income  of  California  residents  represents  personal  income  less  federal  and  state  personal  income  taxes.  Other  personal 
tax  and  nontax  payments  have  not  been  deducted. 

SOURCE:  National  data  for  1968  and  1969  from  reports  of  the  U.S.  Department  of  Commerce;   estimates  of  national  data  for 

1970,   estimates  of  California   personal   income,  personal   taxes,  disposable  income,  etc.,  are  based  upon  studies  by  the  Financial 
and  Population  Research  Section,  Budget  Division.  California  Department  of  Finance. 

NOTE :  Totals  may  not  add  due  to  rounding.  Percentages  have  been  computed  from  unrounded  data. 
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Wages  and  salaries  of  $532.5  billion  will  be  up  only 
$22.7  billion.  Transfer  payments  will  be  at  $76.5  bil- 
lion for  the  largest  relative  gain  among  the  compo- 
nents of  personal  income.  This  is  mostly  because  of 
the  recently  enacted  15  percent  increase  in  social  se- 
curity benefits.  Personal  income  is  expected  to  rise  5.2 
percent  to  $786.0  billion. 

Keduction  of  the  surtax  and  passage  of  the  tex  re- 
form bill  will  allow  personal  disposable  income  to  rise 
more  rapidly  than  personal  income.  Subtracting  esti- 
mated personal  taxes  of  $118.6  billion  from  personal 
income  leaves  disposable  income  of  $667.4  billion.  De- 
ducting personal  outlays  of  $623.5  billion  gives  per- 
sonal savings  of  $43.9  billion,  a  savings  rate  of  6.6 
percent. 

Corporations  will  be  faced  with  continued  increases 
in  costs  which  will  be  more  difficult  to  pass  on  in  a 
softening  economy.  Corporate  profits  before  taxes  are 
thus  estimated  at  $83.0  billion,  down  6.3  percent. 

A  reduction  in  inflationary  pressures  is  expected 
throughout  the  year.  The  end  of  1970  should  see  the 
consumer  price  index  rising  at  an  annual  rate  slightly 
below  4  percent  compared  to  an  annual  rate  of  in- 
crease at  the  end  of  1969  in  excess  of  7  percent.  This 
improvement  will  not  be  reflected  fully  in  the  year 
averages,  however,  as  the  consumer  price  index  is 
estimated  at  134.1  for  1970,  up  5.0  percent  compared 
to  a  5.4  percent  rise  in  1969.  The  wholesale  price  in- 
dex should  also  show  a  slackening  rate  of  increase, 
although  again,  this  will  not  be  reflected  fully  in  the 
year  averages.  The  index  is  estimated  at  117.1,  a  3.6 
percent  rise  compared  to  an  increase  of  4.0  percent  in 
1969. 

The  outlook  for  1971  is  for  a  recovery  in  economic 
activity  with  an  increase  in  GNP  of  approximately  7 
percent.  The  moderate  reduction  in  the  rate  of  price 
increase  should  continue  and  some  decline  in  the 
unemployment  rate  is  expected.  The  anticipated  im- 
provement will  occur  because  of  a  continued  easing  in 
the  federal  fiscal  position  and  because  of  a  projected 
annual  rate  of  increase  in  the  money  supply  of  4  to 
5  percent. 

The  California  Outlook 

California's  population  is  projected  at  20,161,000 
for  July  1,  1970,  a  rise  of  305,000  (1.5  percent)  from 
1969.  Net  migration  will  account  for  140,000  of  the 
gain,  with  natural  increase  adding  180,000.  Military 
personnel  will  be  reduced  by  15,000.  The  civilian  labor 
force  is  estimated  at  8,480,000  for  1970,  an  increase 
of  113,000  from  the  1969  average.  Employment  is  ex- 
pected to  be  up  only  35,000  to  8,030,000,  reflecting  a 
slower  pace  of  economic  activity.  Concurrently,  a 
fairly  substantial  rise  of  78,000  to  450,000  is  forecast 
in  unemployment,  raising  the  jobless  rate  to  5.3  per- 
cent of  the  civilian  labor  force.  Even  at  this  level, 
however,  the  unemployment  rate  will  be  only  0.6 
points  above  the  national  rate.  The  service,  govern- 
ment and  finance  sectors  will  continue  to  grow  at  near- 
recent  rates.  The  gain  in  government  will  be  due 
entirely  to  the  expansion  of  local  activities,  as  state 
employment  has  been  projected  approximately  level 
and  a  decline  of  3,000  is  anticipated  in  the  federal 
civilian  category. 

The  primary  softness  is  expected  in  construction, 
manufacturing,   and   trade.   Home   building  activity 


was  surprisingly  strong  in  1969,  considering  the  in- 
creasing monetary  restraint.  The  moderate  monetary 
growth  projected  in  1970  will  continue  to  curtail 
funds  available  to  support  the  housing  sector.  Savings 
and  loan  associations,  particularly  important  in  the 
single  family  market,  are  expected  to  have  continuing 
difficulty  in  attracting  new  funds.  The  number  of  new 
housing  units  authorized  has  been  estimated  at  130,- 
000,  down  29  percent  from  the  183,000  units  approved 
during  1969.  As  a  result,  construction  employment 
will  decline  by  24,000  to  342,000. 

Manufacturing  will  be  affected  by  continuation  of 
recent  cuts  in  aerospace  employment  as  well  as  con- 
traction in  other  durable  goods  industries  due  to  gen- 
erally soft  demand  for  consumer  durables  and  invest- 
ment goods.  Manufacturing  employment  is  forecast  at 
1,655,000,  down  46,000,  with  a  37,000  cut  to  532,000  in 
the  number  of  aerospace  jobs  and  9,000  (to  1,123,000) 
in  other  industries.  The  actual  additional  loss  in  aero- 
space will  only  amount  to  some  24,000,  as  the  year-end 
1969  level  was  well  below  the  annual  average.  The 
trade  setback  (down  12,000  to  1,675,000)  will  be  the 
result  of  relative  softness  in  other  areas. 

Personal  income  will  continue  to  increase,  totaling 
$88.1  billion  for  the  year,  a  gain  of  6.2  percent  from 
1969.  Most  of  the  growth  will  be  due  to  increases  in 
the  wage  and  salary  component  as  wage  gains  per  em- 
ployee will  approximate  those  of  1969.  The  strong  rise 
in  transfer  payments  is  attributable  in  large  part  to 
the  increase  of  15  percent  in  social  security  benefits. 
"Real"  income  per  capita  is  expected  to  fall  slightly 
in  1970.  The  California  share  of  U.S.  income  will  in- 
crease to  11.2  percent  from  11.1  percent  last  year,  as 
the  state  economy  overall  will  fare  better  than  the 
national. 

Economic  Forecast  (Nonmonetary  Approach) 

This  economic  forecast  is  based  on  the  following 
major  assumptions : 

1.  Monetary  restraint  will  be  eased  substantially 
from  the  degree  of  tightness  which  existed  in  the 
last  seven  months  of  1969.  An  annual  rate  of  in- 
crease in  the  money  supply  of  5  percent  or  greater 
will  be  permitted  early  in  the  year  and  continue 
throughout  1970. 

2.  The  income  tax  surcharge  will  expire  on  June 
30,  1970.  No  new  major  tax  programs  will  be  en- 
acted in  time  to  have  a  significant  net  revenue 
impact  in  1970. 

3.  Military  personnel  will  be  reduced  by  approxi- 
mately 250,000  in  1970. 

Gross  National  Product 

Gross  National  Product  is  forecast  for  the  current 
year  at  $990  billion,  up  $57.7  billion  (6.2  percent) 
from  1969.  The  pattern  for  the  year  should  see  a 
mild  slowing  in  the  first  half  with  a  strong  pickup 
beginning  in  the  third  quarter. 

Personal  consumption  expenditures  are  projected 
at  $616.0  billion,  a  gain  of  $40.0  billion  (6.9  percent) 
over  1969.  Durables  are  shown  up  only  4.4  percent, 
essentially  reflecting  price  rises.  Nondurables  and 
services  are  expected  to  display  gains  about  in  line 
with  recent  trends. 
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Private  fixed  investment  will  rise  $6.0  billion  to 
$137.5  billion.  Spending  on  nonresidential  structures 
and  producers'  durable  equipment  will  rise  strongly 
in  the  first  two  quarters  in  line  with  recent  surveys 
and  is  projected  up  8.3  percent  for  the  year.  In  spite 
of  substantial  easing  in  the  money  supply,  residential 
construction  should  continue  to  be  plagued  by  high 
interest  rates  and  competing  demands  for  funds,  and 
is  estimated  at  $30.0  billion  for  the  year. 

Employment,  Income  and  Prices 

The  moderate  first  half  is  reflected  in  employment, 
personal  income,  corporate  profits,  and  prices.  Em- 
ployment of  78.9  million  and  a  civilian  labor  force  of 
82.3  million  leaves  3.4  million  unemployed — a  4.1 
percent  unemployment  rate.  This  is  higher  than  in 
recent  years,  although  still  around  the  generally  ac- 
cepted "full  employment"  range. 

Wages  and  salaries  of  $547.4  billion  will  be  up  $37.6 
billion.  Transfer  payments  will  be  at  $76.0  billion  for 
the  largest  relative  gain  among  the  components  of 
personal  income.  This  increase  is  mostly  because  of 
the  recently  enacted  15  percent  increase  in  social  se- 
curity benefits.  Personal  income  is  expected  to  rise  7.3 
percent  to  $801.5  billion. 

Reduction  of  the  surtax  and  passage  of  the  tax  re- 
form bill  will  allow  personal  disposable  income  to  rise 
more  rapidly  than  personal  income.  Subtracting  esti- 
mated personal  taxes  of  $122.1  billion  from  personal 
income  leaves  disposable  income  of  $679.4  billion.  De- 
ducting personal  outlays  of  $633.3  billion  gives  per- 
sonal savings  of  $46.1  billion  and  a  savings  rate  (.f  6.8 
percent. 

Corporations  will  be  faced  with  continued  increases 
in  costs  which  will  be  difficult  to  pass  on,  particularly 
in  the  first  half.  Corporate  profits  before  taxes  are  es- 
timated at  $86.0  billion,  down  2.9  percent. 

The  consumer  price  index  is  estimated  at  134.6  for 
1970,  up  5.4  percent  as  in  1969.  A  moderate  slowing 
of  inflation  is  expected  during  the  year  with  the  an- 
nual rate  of  increase  in  the  index  being  near  4.0 
percent  by  the  last  quarter.  The  wholesale  price  index 
should  also  show  some  lessening  in  its  rate  of  increase. 
The  index  is  estimated  at  117.5,  up  4  percent  as  in 
1969. 

The  California  Outlook 

The  California  labor  force  will  rise  213,000  to  8- 
580,000.  Employment  will  average  8,175,000,  up  180,- 
000  from  1969.  A  moderate  increase  of  33,000  to 
405,000  is  forecast  in  unemployment  with  the  jobless 
rate  at  4.7  percent  of  the  civilian  labor  force. 

Most  of  the  employment  growth  during  1970  will 
occur  in  trade  (up  53,000  to  1,740,000),  services  (up 
60,000  to  1,675,000)  and  government  (up  53,000  to 
1,440,000).  The  continuing  softness  in  aerospace  will 
hold  employment  in  this  industry  to  532,000  for  the 
year,  a  decline  of  37,000  from  1969.  Other  manufac- 
turing is  expected  to  rise  36,000  to  1,168,000.  Overall, 
therefore,  manufacturing  employment  will  be  down 
1,000  for  the  year. 

The  construction  industry  will  be  subjected  to 
mixed  trends.  The  number  of  private  housing  units 
authorized  has  been  projected  at  140,000,  down  about 
23  percent  from  the  1969  level.  Continuing  strong  in- 
vestment spending,  however,  will  lead  to  an  increase 


in  nonresidential  building.  Construction  employment 
will  therefore  average  360,000,  down  only  fractionally 
from  last  year's  level. 

Personal  income  is  estimated  at  $89.4  billion.  This 
would  be  a  rise  of  approximately  $6.4  billion  or  7.7 
percent  from  1969.  Most  of  the  gain  will  occur  in  the 
wage  and  salary  component,  up  $4.3  billion  (7.5  per- 
cent) for  the  year.  The  rise  of  $650  million  in  prop- 
erty income  will  be  largely  attributable  to  higher 
interest.  A  moderate  gain  of  $110  million  is  antici- 
pated in  business  and  professional  income.  Farm  pro- 
prietors' income,  on  the  other  hand,  is  expected  to  be 
about  the  same  as  in  1969.  At  $9.4  billion,  transfer 
payments  will  be  up  $1.3  billion  reflecting  the  15 
percent  increase  in  social  security  benefits  recently 
signed  into  law. 

Personal  income  per  capita  is  estimated  at  $4,434,  a 
rise  of  6.1  percent.  Real  income  per  capita  will  be  up 
about  1  percent  for  the  year. 

GENERAL  FUND   REVENUE 

Three-fourths  of  aggregate  state  revenue  is  depos- 
ited in  the  General  Fund.  This  includes  collections 
from  such  levies  as  those  on  sales  of  tangible  personal 
property,  personal  income,  corporate  profits,  and 
insurance  premiums.  For  the  most  part,  these  taxes 
are  geared  directly  to  business  conditions.  Hence,  the 
estimates  of  revenue  from  each  source  flow  directly 
from  the  economic  assumptions  outlined  above.  The 
influence  of  these  economic  factors  upon  the  various 
tax  bases  and  the  methods  used  in  preparing  the 
budget  revenue  estimates  are  summarized  in  the  fol- 
lowing material. 

Text  and  tables  presented  are  based  upon  the 
monetary  approach.  The  estimates  based  on  the  non- 
monetary approach  are  shown  at  the  conclusion  of  the 
discussion  of  each  affected  revenue  source.  When  two 
estimates  are  given  for  a  year,  they  should  not  be  in- 
terpreted as  a  range. 

Sales  Tax-$1 ,830,000,000 
$1,867,000,000 

A  4  percent  tax  is  imposed  upon  the  sale  or  use  of 
tangible  personal  property  for  final  consumption.  An 
additional  1  percent  tax  is  collected  by  the  state  for 
cities  and  counties,  but  is  not  state  revenue  and  is  not 
included  in  the  budget  totals.  Also  excluded  from 
budget  totals  are  the  additional  sales  taxes  to  be  col- 
lected for  the  Bay  Area  Rapid  Transit  District  and 
the  Southern  California  Rapid  Transit  District. 

Since  the  final  user  may  be  a  business  or  a  person, 
the  tax  base  includes,  in  addition  to  products  for  per- 
sonal consumption,  products  for  business  consumption 
such  as  industrial  machinery  or  office  supplies.  No 
tax  is  levied  if  the  property  sold  is  not  for  final  use 
— for  example,  goods  sold  by  a  wholesaler  to  a  re- 
tailer for  resale.  Because  buildings  are  real  and  not 
personal  property,  no  tax  is  levied  on  the  sale  or 
rental  of  a  new  or  existing  building ;  however  the  ma- 
terials incorporated  into  the  building  are  subject  to 
the  tax. 

Taxable  sales  in  1969  are  estimated  at  $42.1  bil- 
lion, an  increase  of  8  percent  from  1968.  Inflation  ac- 
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counted  for  more  than  one-half  of  this  growth  as  sales 
in  constant  dollars  grew  by  3.5  percent. 

Although  California  is  expected  to  fare  slightly 
better  than  the  nation  in  1970,  the  generally  weak 
economic  outlook  will  hold  the  growth  in  total  taxa- 
ble sales  to  less  than  the  growth  in  prices  in  1970. 

All  major  categories  of  retail  trade,  except  build- 
ing materials  and  new  vehicles,  are  expected  to  show 
slow  growth  in  1970.  Eetail  sales  of  building  mate- 
rials and  new  vehicles  are  expected  to  fall  as  a  re- 
sult of  the  expected  declines  in  construction  and  in 
the  number  of  sales  of  new  vehicles.  About  70  per- 
cent of  the  increase  in  retail  stores,  excluding  build- 
ing materials  and  vehicles,  will  be  attributable  to 
price  increases.  The  main  factor  contributing  to  the 
remaining  growth  of  retail  sales  in  1970  is  a  2  per- 
cent increase  in  real  disposable  personal  income. 

In  line  with  previous  experience  in  weak  economic 
years,  the  manufacturing  and  wholesaling  category  is 
expected  to  be  weaker  than  the  retail  category. 

A  strong  increase  is  expected  in  1971  taxable  sales 
as  a  result  of  economic  recovery.  With  inflation  slow- 
ing, substantially  less  than  half  of  the  8  percent 
growth  will  be  attributable  to  price  increase.  All  ma- 
jor categories  are  expected  to  show  good  gains.  How- 
ever the  lagged  relationship  between  building  per- 
mits, which  Avill  fall  sharply  in  1970,  and  construc- 
tion put  in  place  will  hold  the  gain  in  building 
materials  below  6  percent. 

Taxable  sales  were  estimated  by  two  methods. 
One  method  utilizes  a  multiple  regression  equation 
to  estimate  total  sales  in  constant  dollars,  using 
personal  disposable  income  in  constant  dollars, 
wage  and  salary  workers  in  manufacturing  and  con- 
struction, number  of  new  vehicles  sold,  and  the  sav- 
ings rate.  Sales  in  constant  dollars  are  then  converted 
to  current  dollars  by  application  of  an  appropriate 
price  factor.  A  second  estimate  is  made  by  classify- 
ing taxable  sales  into  fifteen  homogeneous  groups. 
Each  of  the  groups  is  related  to  appropriate  economic 
factors.  The  two  estimates  were  reconciled  and  the 
final  results  are  shown  below: 


TABLE 

12 

Est 

imated  Taxable  Sa 

es  in  California 

(In 

Trillions) 

Percent 

Percent 

Percent 

Group 

196S       1969 

change 

1970 

change 

1971 

change 

Retail  stores 

except  auto 

and  building 

$18,077  $19,504 

7.9 

$20,655 

5.9 

$22,350 

8.2 

Motor  vehicle 

dealers,  auto 

parts,    etc. 

6,669       7,105 

6.5 

7,020 

-1.2 

7,600 

8.3 

Building  materials 

outlets  (retail 

manufacturing 

and  wholesale) 

4.047        4,346 

7.4 

4,100 

-5.7 

4,330 

5.6 

.Manufacturing, 

wholesaling  and 

miscellaneous 

outlets    

10,214     11.159 

9.3 
8.0 

11,475 

2.8 
2.7 

12,420 

8.2 

Total  _     _  _ 

$39,007  $42,114 

$43,250 

$46,700 

8.0 

Sales  and  use  tax  receipts,  including  revenue  at- 
tributable to  audit  activities  of  the  Board  of  Equali- 
zation, are  shown  below: 


(In  thousands) 

1968-69 
Actual 

$1,652,979 

1969-70 
Estimated 
$1,728,000 

1970-11 
Estimated 

$1,830,000 

Under  the  higher  set  of  economic  assumptions  out- 
lined earlier,  receipts  from  this  source  are  estimated 
to  total  $1,740,000,000  for  the  current  fiscal  year  and 
$1,867,000,000  during  1970-71. 

Personal  Income  T a x-$l  ,393,000,000 
$1,443,000,000 

The  personal  income  tax  is  the  state's  second  larg- 
est revenue  producer.  It  is  imposed  at  rates  ranging 
from  1  percent  on  the  first  $2,000  of  taxable  income 
to  10  percent  on  amounts  over  $14,000.  Those  who  file 
joint  returns  are  allowed  the  benefit  of  "income  split- 
ting" as  on  the  federal  return.  California  adopted 
the  tax  credit  system  in  lieu  of  personal  and  de- 
pendent exemptions  in  1967.  Under  this  plan,  the  tax- 
payer reduces  his  tax  by  $25  (for  single  returns) 
or  $50  (for  joint  returns)  and  $8  for  each  dependent, 
instead  of  claiming  a  deduction  against  his  income. 
Itemized  deductions  are  similar  to  those  allowed  under 
the  federal  law,  the  major  exception  being  the  deduc- 
tion of  state  income  tax.  Taxpayers  who  do  not  item- 
ize their  deductions  may  take  the  standard  deduction 
— $1,000  for  single  and' $2,000  for  joint  returns.  The 
standard  deduction  was  doubled  in  1968  to  provide 
renters  with  a  benefit  along  with  that  granted  under 
the  homeowners'  property  tax  relief  program. 

In  1969  the  Governor  sponsored  a  one-time  tax  re- 
duction which  will  reduce  the  tax  due  on  1969  in- 
comes by  10  percent  up  to  a  limit  of  $100  for  single 
and  $200  for  joint  returns.  This  reduction  will 
amount  to  over  $81  million.  The  reduction  is  not 
applicable  to  the  tax  on  income  from  estates,  trusts 
or  capital  gains  and  will  be  allowed  only  to  those  who 
pay  all  of  their  tax  on  time. 

Income  tax  revenue  during  the  current  and  budget 
years  will  be  determined  largely  by  the  amount  of  in- 
come received  by  Californians  in  1969  and  1970.  In 
general,  60  percent  of  the  tax  is  attributable  to 
wages  and  salaries,  16  percent  to  business  income, 
and  13  percent  to  property  income  (interest,  divi- 
dends and  rent).  The  remaining  11  percent  is  gener- 
ated by  capital  gains  and  miscellaneous  income. 

The  various  types  of  income  tend  to  be  distributed 
differently  among  income  brackets.  For  instance,  most 
capital  gains  are  received  by  those  with  total  incomes 
over  $40,000  while  most  wages  and  salaries  are  re- 
ceived by  those  with  incomes  of  less  than  $11,000. 
Thus,  because  of  the  graduated  rate  structure,  differ- 
ent types  of  income  are  subject  to  different  average 
tax  rates.  For  this  reason  the  amount  of  tax  attribut- 
able to  each  type  of  income  is  estimated  separately. 
For  estimates  of  taxes  attributable  to  wages  and  sal- 
aries, interest,  dividends  and  business  income,  equa- 
tions were  computed  relating  receipts  from  each  tax 
to  its  personal  income  component.  The  receipts  from 
capital  gains  were  estimated  by  an  equation,  similar 
to  that  developed  by  the  U.S.  Treasury,  which  uses 
the  value  and  turnover  of  stocks  listed  on  the  New 
York  Stock  Exchange.  Estimates  of  tax  from  rental 
income  and  from  miscellaneous  income  were  based  on 
analysis  of  past  trends. 

After  adding  estimated  receipts  from  the  Fran- 
chise Tax  Board's  audit  activities  and  adjusting  to  a 
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fiscal  year  basis,   total  revenue   is   estimated  as  fol- 
lows: 

1968-69   (Actual)    $1,101,691,000 

1969-70   (Estimated)    $1,181,000,000 

1970-71    (Estimated)    $1,393,000,000 

Under  the  higher  set  of  economic  assumptions,  re- 
ceipts from  this  source  are  estimated  at  $1,443,000,000 
in  1970-71.  The  estimate  for  1969-70  is  not  affected 
since  revenue  for  that  year  is  based  on  1969  incomes. 

Bank  and  Corporation  Tax- $57 3, 000, 000 

$593,000,000 

Corporate  income  attributable  to  California  oper- 
ations during  1969  and  1970  is  the  base  for  bank  and 
corporation  tax  receipts  in  the  current  and  budget 
years.  Income  for  1969  has  been  estimated  from  a 
stratified  sample  of  900  corporations,  about  90  percent 
of  which  responded  to  the  questionnaire.  The  re- 
sults, compared  with  1968  income,  are  illustrated  in 
the  following  table : 

TABLE   13 
TAXABLE  CORPORATE    INCOME    IN   CALIFORNIA 

(In  millions) 

Percent 

Industry  1968  1969  change 

Agriculture   $75  $76  1.3 

Mining  and  oil  production  336  257  -23.5 

Construction 197  199  1.0 

Manufacturing   2,941  2,995  1.8 

Trade   1,394  1,403  0.6 

Service 446  459  2.9 

Financials  subject  to 

bank  tax 495  576  16.4 

Real  estate  and  other 

finaneials 458  438  -4.4 

Utilities 989  1,043  5.5 

Other   4  4 

Totals $7,335  $7,450  1.6 

Two  methods  were  used  to  estimate  California  cor- 
porate income  for  1970.  One  was  an  analysis  of  the 
ratios  of  California  to  United  States  corporate  profits 
in  the  post-war  period.  The  second  method  estimated 
major  industry  components  using  the  economic  out- 
look and  other  information  for  these  industries. 
Results  from  the  two  methods  were  reconciled  to 
arrive  at  an  estimate  of  $7.13  billion,  a  decrease  of 
4.3  percent  from  1969.  This  is  less  than  the  decrease 
in  corporate  profits  estimated  for  the  nation  and  re- 
sults in  an  increase  in  the  ratio  of  California  to 
United  States  corporate  profits.  Such  an  increase  is 
typical  of  years  in  which  corporate  profits  decline 
nationally. 

Under  the  tax  program  enacted  in  1967,  the  tax 
rate  on  corporate  income  was  raised  from  5.5  percent 
to  7  percent  beginning  with  income  earned  in  1967. 
The  same  legislation  provided  for  a  second  estimated 
tax  payment  of  25  percent  10  months  and  15 
days  after  the  start  of  the  income  year  to  bring  tax 
payments  more  current  with  earnings  and  meet  the 
revenue  requirements  of  the  state.  Another  feature 
provided  that  beginning  in  June  of  1970,  the  first 
estimated  tax  payment  would  be  reduced  from  50 
percent  to  30  percent  and  the  second  from  25  percent 
to  20  percent.  These  scheduled  reductions  were  elimi- 
nated by  legislation  enacted  in  1969  in  order  to 
finance  the  doubling  of  the  business  inventory  tax 
exemption  for  1970-71  and  1971-72. 


Total  revenue  is  estimated  at  $607,000,000  for 
1969-70  and  $573,000,000  for  1970-71.  Collections  in 
1968-69  amounted  to  $592,303,000. 

Under  the  higher  set  of  economic  assumptions  out- 
lined earlier,  receipts  from  this  source  are  estimated 
to  total  $608  000,000  for  the  current  fiscal  vear  and 
$593,000,000  during  1970-71. 

Cigarette  lax— $228,000,000 

An  excise  tax  of  10  cents  per  pack  is  levied  on 
distributions  of  cigarettes.  Seven  cents  of  this  tax  is 
for  the  State's  General  Fund  and  three  cents  is  col- 
lected by  the  State  for  local  governments. 

After  the  decline  in  per  capita  cigarette  consump- 
tion, caused  by  the  1964  Surgeon  General's  report,  per 
capita  consumption  leveled  off  until  1967  when  the 
tax  rate  was  raised  from  three  cents  to  10  cents  per 
pack.  Since  then,  both  per  capita  and  total  cigarette 
consumption  have  been  decreasing.  The  sharp  decline 
in  1967  was  no  doubt  caused  by  the  tax  increase, 
but  the  continuing  decline  is  apparently  due  to  the 
increasing  publicity  given  to  the  health  hazards  of 
smoking. 

Cigarette  consumption  is  estimated  at  118.2  and 
114.0  packs  per  person  for  1970  and  1971,  as  com- 
pared with  122.4  for  1969.  The  high  was  143.0  in 
1963.  Revenues  based  on  the  above  factors  are  as 
follows : 

(In  thousands) 

1968-69  1969-10  1910-11 

Actual  Estimated  Estimated 

Total    $237,328  $233,400  $228,000 

General  Fund  __         166,092  163,530  159,900 

Special  funds  __           11,236  69,810  68,100 

Inheritance  and  Gift  Taxes— $183,000,000 

$185,000,000 

Inheritance  and  gift  tax  revenue  results  from  the 
transfer  of  property  and  is  dependent  upon  the  num- 
ber and  value  of  such  transfers  as  well  as  the  relation- 
ship of  the  recipient  to  the  decedent  or  donor.  Tax 
rates  increase  with  the  value  of  the  transfer  and  the 
remoteness  of  the  relationship.  Tax  exemptions  de- 
crease as  the  relationship  recedes. 

As  a  result  of  1967  legislation,  certain  tax  rates 
were  increased  and  certain  tax  exemption  classes  were 
consolidated  for  both  the  inheritance  and  gift  taxes. 
In  addition,  the  annual  gift  tax  exemption  of  $4,000 
was  reduced  to  $3,000  to  conform  with  federal  law, 
and  county  treasurers  now  remit  inheritance  tax  col- 
lections to  the  state  biweekly  rather  than  bimonthly. 
The  first  fiscal  year  in  which  the  gift  tax  law  changes 
were  fully  effective  was  1968-69.  For  the  inheritance 
tax,  due  to  the  longer  payment  period  (24  months 
after  death  before  6  percent  interest  is  charged),  this 
legislative  action  will  not  be  fully  effective  until 
1970-71. 

Common  stock  constitutes  the  most  significant  com- 
ponent of  transfers  subject  to  inheritance  and  gift 
taxes.  The  inheritance  and  gift  tax  estimates  are  based 
on  relationships  with  a  stock  index.  The  value  of  se- 
curities is  not  expected  to  turn  upward  until  the  latter 
part  of  1970. 

Interest  rates  also  affect  inheritance  tax  receipts. 
The  law  provides  for  a  5  percent  discount  for  pay- 
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merits  made  within  six  months  of  death.  Interest  rates 
are  currently  high  and  are  expected  to  remain  high 
through  1969-70,  making  the  5  percent  discount  for 
payment  within  six  months  of  death  less  attractive. 

Because  of  the  above  factors,  only  a  moderate  in- 
crease is  expected  in  1969-70  inheritance  tax  collec- 
tions. The  rising  value  of  securities  and  collection  of 
the  increased  nondiscounted  receipts  caused  by  de- 
creased discounted  payments  in  1969-70  will  cause  a 
substantial  gain  in  1970-71.  Gift  tax  payments  are 
expected  to  increase  moderately  in  both  1969-70  and 
1970-71.  Eeceipts  from  these  sources  are  : 


(In  thousands) 

1968-69        1969-70 
Actual       Estimated 

1970-71 
Estimated 

Inheritance  tax  _ 
Gift  tax 

__       $147,350       $156,500 
11,465           12,400 

$170,000 
13,000 

Total 


$158,815      $168,900      $183,000 


Under  the  higher  economic  assumptions,  property 
values  would  be  higher  and  would  result  in  somewhat 
larger  inheritance  tax  receipts,  but  gift  tax  receipts 
would  not  be  significantly  affected.  Under  these  con- 
ditions, the  inheritance  tax  is  estimated  at  $172,000,- 
000  in  1970-71. 

Insurance  Tax-$151,800,000 

The  tax  on  insurance  companies  is  an  excise  tax  for 
the  privilege  of  doing  business  in  California  and  is 
imposed  on  premiums  written  in  California  in  lieu  of 
all  other  state  and  local  taxes  with  the  exception  of 
taxes  on  real  estate  and  motor  vehicles.  In  general,  the 
tax  is  assessed  at  the  rate  of  2.35  percent  of  the 
amount  of  gross  premiums.  Ocean  marine  and  certain 
other  types  of  insurance  and  annuities  are  subject  to 
different  tax  rates. 

The  tax  rate  on  annuities  issued  in  connection  with 
a  pension  or  profit-sharing  plan  was  reduced  grad- 
ually from  2.35  percent  in  1959  to  1.00  percent  in 
1965.  Legislation  in  1969  further  reduced  this  rate  to 
0.50  percent.  This  legislation  will  decrease  revenue  by 
$675,000  in  1969-70  and  $750,000  in  1970-71. 

Prior  to  the  passage  of  Ballot  Proposition  8  in  1966, 
insurers  were  permitted  to  deduct  from  their  insur- 
ance tax  the  entire  amount  of  real  property  taxes  paid 
on  their  principal  offices  in  California.  The  ballot 
proposition  revised  the  deduction  to  allow  foreign  in- 
surers (those  not  based  in  California)  to  deduct  only 
a  prorated  share  of  the  property  tax  based  on  space 
actually  occupied.  A  California  insurer  is  allowed  to 
deduct  its  entire  real  property  tax  if  its  principal 
office  was  occupied  or  started  before  January  1,  1970. 
As  a  result  of  this  cut-off,  the  amount  claimed  under 
the  deduction  increased  substantially  in  1968  and  is 
expected  to  continue  to  rise  in  1969  and  1970. 

The  estimates  of  premiums  written  during  1969  and 
1970  were  based  on  the  replies  to  a  questionnaire  sent 
to  a  sample  of  108  companies.  These  companies  ac- 
count for  almost  three-fourths  of  all  taxable  insurance 
written  in  California.  Based  on  the  results  of  this 
sample,  the  estimates  of  the  insurance  tax  are  as  fol- 
lows: 

196S-69    (Actual)    $130,312,000 

1969-70    (Estimated)    $137,500,000 

1970-71    (Estimated)    $151,800,000 


Alcoholic  Beverage  Taxes— $129,200,000 

Excise  taxes,  ranging  from  one  cent  per  gallon 
for  dry  wine  to  two  dollars  per  gallon  for  distilled 
spirits,  are  imposed  on  the  distribution  of  alcoholic 
beverages.  License  fees  also  are  levied  for  the  privi- 
lege of  manufacturing  or  selling  alcoholic  beverages. 
Approximately  two-thirds  of  these  license  fees  are  re- 
turned to  local  governments. 

With  the  exception  of  sweet  wine,  which  has  been 
declining  for  several  years,  per  capita  consumption 
of  alcoholic  beverages  has  been  steadily  rising.  The 
following  table  shows,  in  gallons,  the  anticipated  per 
capita  consumption  used  in  preparing  the  revenue 
estimates  for  this  budget. 

196S        1969        1970        1971 
Distilled  spirits  __  3.38  3.50  5.58  3.64 

Beer 25.53        25.87        26.36        26.68 

Dry  wine 2.38  2.66  2.84  3.04 

Sweet  wine 1.17  1.11  1.06  1.00 

Sparkling  wine  —  0.20  0.22  0.23  0.25 

Bevenues  from  liquor  license  fees  are  divided  be- 
tween the  General  Fund  and  the  Alcohol  Beverage 
Control  Fund.  The  General  Fund  receives  all  fees 
for  new  licenses,  service  charges,  fees  to  enforce  fair 
trade  regulations  and,  under  legislation  enacted  in 
1967,  all  license  transfer  fees.  In  addition,  10  percent 
of  all  other  fees  (primarily  annual  renewals)  is 
transferred  to  the  General  Fund  with  the  remainder 
apportioned  to  cities  and  counties. 

Estimated  collections  of  revenue  attributable  to  al- 
coholic beverages  for  the  years  under  consideration 
in  this  budget  are  shown  below : 

TABLE   14 
ALCOHOLIC   BEVERAGE  TAXES  AND   FEES 

(In  thousands) 

196S-69  1969-70  1970-71 

Actual  Estimated  Estimated 

Distilled  spirits   $85,494  $90,500  $94,000 

Beer   12,750  13,520  13,820 

Dry  wine 311  350  380 

Sweet  wine 283  280  270 

Sparkling  wine 774  850  930 

Total  excise  taxes $99,612       $105,500       $109,400 

Liquor  license  fees 18,821  19,300  19,800 

Total  taxes  and  fees $118,433       $124,800       $129,200 

Horse  Racing  Tax- $68, 400, 000 

Horse  racing  revenue  is  derived  primarily  from  a 
tax,  ranging  from  5  percent  to  8  percent,  on  the  total 
amount  bet  at  the  tracks.  Other  components  are 
breakage  (the  odd  cents  not  paid  to  winning  ticket- 
holders),  unclaimed  parimutuel  winnings,  occupa- 
tional license  fees,  fines  and  penalties,  and  miscella- 
neous revenue. 

The  Horse  Racing  Act  of  1967  repealed  the  county 
basis  for  the  allotment  of  racing  days  and  substi- 
tuted an  extended  schedule  using  racing  weeks, 
which  increased  the  number  of  racing  days  from  571 
in  1966  to  711  in  1969.  The  1967  legislation  also 
authorized  night  racing  with  the  result  that  all 
quarter  horse  and  harness  racing  meets,  wThich  repre- 
sent one-third  of  the  total  racing  days,  are  now 
scheduled  to  operate  at  night.  In  addition,  the  state's 
share  of  breakage  on  the  first  $50,000,000  wagered  at 
each  track,  except  Santa  Anita  and  Hollywood  Park, 
is  set  aside  to  supplement  purses. 
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Labor-management  disputes  have  occasionally  dis- 
rupted horse  racing  in  California.  This  year  the 
union  representing  parimutuel  clerks,  ushers,  janitors, 
and  other  track  employees  struck  against  the  racing 
associations  and  caused  meets  at  Santa  Anita  and 
Bay  Meadows  to  delay  their  openings.  To  date,  no 
settlement  has  been  reached.  Until  a  settlement  is 
agreed  on,  it  is  unlikely  that  there  will  be  horse  rac- 
ing in  California.  As  a  result  of  the  strike  and  the 
lack  of  progress  in  negotiations,  the  estimate  for 
1969-70  assumes  that  the  Bay  Meadows  meet  as  well 
as  half  of  the  Santa  Anita  meet  will  be  cancelled,  but 
that  an  agreement  will  be  reached  to  allow  the  re- 
sumption of  the  remaining  1970  racing  days.  The  loss 
in  state  revenue,  as  a  result  of  this  strike,  is  estimated 
at  $10,-100,000. 

Total  parimutuel  handle  for  all  tracks,  total  re- 
ceipts from  horse  racing,  and  the  final  distribution 
of  this  money  among  the  various  funds  is  shown  be- 
low: 

TABLE   15 

SOURCES  AND   DISTRIBUTION   OF 

HORSE    RACING    REVENUE 

(In  thousands) 

1968-69  1969-10  1910-11 

Actual  Estimated  Estimated 
Total  handle 

(amount  wagered)    ___       $802,259  $763,500  $909,300 

Receipts 

Parimutuel   tax    $54,341         $50,900         $61,975 

Breakage 4,934  4,200  5.725 

Unclaimed 

parimutuel  tickets 446  500  440 

Licenses,  fines, 

penalties,  etc. 160  200  260 

Totals    $59,881  $55,800  $08,400 

Distribution 

General  Fund $50,318  $47,005  $59,571 

Fair  and  Exposition  Fund  .  8,474  8,045  8,079 

Wildlife  Restoration  Fund  _  750  750  750 

State  Fair  Fund 339 

Private  Car  Tax- $3, 800, 000 

Railroad  cars  owned  by  companies  other  than  rail- 
roads are  taxed  by  the  state  rather  than  by  local  gov- 
ernments. The  statewide  property  tax  rate  during  the 
preceding  fiscal  year  is  applied  against  assessed  valu- 
ations as  determined  by  the  State  Board  of  Equali- 
zation. 

Based  upon  assessments  of  $39.8  million  and  a  rate 
of  $9.39  per  $100  of  assessed  value,  current  year  col- 
lections will  total  $3,739,000.  Actual  collections  in 
1968-69  were  $3,865,000.  Legislation  adopted  in  1967 
repealed  the  property  tax  on  solvent  credits  which 
resulted  in  an  increase  of  approximately  $1  in  the 
tax  rate  applicable  to  private  cars.  Collections  for 
1970-71  are  estimated  at  $3,800,000. 

Nontax  Receipts-$178,007,000 
$180,507,000 

Miscellaneous  receipts  for  the  General  Fund  will 
total  $178,007,000  in  the  budget  year,  a  decrease  of 
$4,890,000  from  the  corresponding  figure  for  the  cur- 
rent period  and  up  $13,045,000  from  1968-69.  Mis- 
cellaneous revenue  is  made  up  of  five  categories  :  medi- 
cal aid  reimbursements — $44.3  million ;  interest  income 
— $55.0    million;    pay    patients    and    county    board 


charges  at  hospitals  and  correctional  schools — $20.6 
million;  traffic  penalties  —  $17.0  million;  and  all 
other — primarily  charges  for  certain  services  to  busi- 
ness and  individuals  and  sales  of  property  —  $41.2 
million. 

Cnder  the  higher  set  of  economic  assumptions  out- 
lined above,  interest  income  is  estimated  to  be  $500,- 
000  greater  in  1969-70  and  $2,500,000  more  in 
1970-71  than  would  be  received  under  the  lower  eco- 
nomic assumptions. 

SPECIAL  FUND  REVENUE 

Provisions  of  the  State  Constitution,  codes  and 
statutes  restrict  the  use  of  certain  revenue  for  specified 
purposes,  and  these  receipts  are  separately  accounted 
in  various  special  funds.  In  general,  they  comprise 
three  categories  of  income:  (1)  receipts  from  broad 
tax  levies  which  are  allocated  to  specified  functions; 
(2)  charges  for  special  services  to  specific  groups; 
and  (3)  rentals,  royalties  and  other  receipts  ear- 
marked for  particular  purposes.  Motor  vehicle  taxes 
and  fees  illustrate  the  first  of  these  classes.  License 
fees  for  the  regulation  of  business  and  professions  are 
typical  of  the  second.  Oil  and  gas  royalties,  now  as- 
signed primarily  to  capital  outlay  for  public  higher 
education  and  water  development,  are  examples  of  the 
third.  Interest  received  by  the  investment  of  special 
fund  money  is  deposited  in  the  fund  for  which  the  in- 
vestments are  held. 

Motor  vehicle  taxes  and  fees  account  for  more  than 
five-sixths  of  all  special  fund  revenue.  Principal 
sources  of  this  income  are  the  motor  vehicle  fuel  taxes, 
registration  and  weight  fees,  vehicle  license  fees,  and 
the  transportation  tax.  During  the  1970-71  fiscal  year, 
$1,222,200,000  will  be  derived  from  the  ownership  or 
operation  of  motor  vehicles.  Approximately  $549.8 
million  of  this  revenue  will  be  returned  to  local  gov- 
ernments. The  remainder  will  be  available  for  various 
activities  related  to  state  highways  and  services  to 
vehicle  owners. 

Thirty  percent  of  the  cigarette  tax  revenue  is  now 
deposited  in  a  special  fund  for  distribution  to  the 
cities  and  counties.  In  1970-71,  receipts  for  this  fund 
are  estimated  to  be  $68.1  million. 

Charges  for  special  services  to  industry,  business 
and  the  professions,  together  with  hunting,  fishing  and 
liquor  licenses  and  other  regulatory  fees,  will  amount 
to  $58.0  million  in  1970-71.  Rents,  royalties  and  other 
miscellaneous  receipts  are  estimated  to  total  $40.1  mil- 
lion. Interest  from  investments  held  for  the  various 
special  funds  is  projected  at  $22.1  million. 

Motor  Vehicle  Fuel  Taxes-$671 ,200,000 

The  forecast  of  revenue  from  motor  vehicle  fuel 
taxes  is  based  upon  projected  consumption  of  gasoline, 
diesel  fuel  and  liquefied  petroleum  gas.  Factors  in  the 
gasoline  tax  estimate  include  total  vehicle  registra- 
tions and  average  gasoline  consumption  per  vehicle. 
Registrations  are  expected  to  reach  13,300,000  in  1969 
and  13,850,000  in  1970.  During  1968-69,  gasoline  con- 
sumption per  vehicle  was  approximately  646  gallons, 
and  consumption  during  1969-70  and  1970-71  is  esti- 
mated at  643  gallons  and  645  gallons,  respectively. 

The  current  gas  tax  rate  is  seven  cents  per  gallon. 
From  June  1  through  August  31,  1969  an  additional 
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$22.4  million  was  raised  by  a  temporary  one  cent 
tax  which  was  used  to  finance  repairs  to  roads  that 
were  damaged  by  the  severe  floods  early  in  1969. 
Approximately  $7.2  million  and  $15.2  million  of  this 
special  tax  is  reflected  in  the  1968-69  and  1969-70  gas 
tax  estimates. 

Consumption  of  diesel  fuel  and  liquefied  petroleum 
gas  is  estimated  by  projecting  the  trend  of  past  col- 
lections with  adjustments  for  changes  in  the  economic 
outlook.  Taxes  are  imposed  at  seven  cents  and  six  cents 
per  gallon  of  diesel  fuel  and  LPG,  respectively.  Local 
transit  lines,  however,  pay  only  one  cent  per  gallon. 
During  June  through  August  the  diesel  tax  was  also 
raised  to  eight  cents  per  gallon.  This  temporary  in- 
crease brought  in  approximately  $450,000  and  $850,- 
000  in  1968-69  and  1969-70. 

Revenues  from   the   motor   vehicle   fuel   taxes    are 

shown  below : 

(in  thousands) 

1968-69  1969-70  1910-11 

Actual  Estimated  Estimated 

Gasoline $589,044  $617,000  $632,000 

Deisel  and  LPG 36,632  38,500  39,200 

Total  $625,676      $655,500      $671,200 

Motor  Vehicle  Fees-$526,000,000 

Registration,  weight  and  vehicle  license  fees  con- 
tribute the  bulk  of  revenue  from  this  source,  with 
various  fees  incidental  to  vehicle  operation  making  up 
the  balance.  Record  sales  of  new  autos,  trucks,  trailers, 
and  motorcycles'  during  1969  are  estimated  to  total 
1,368,000.  Sales  during  1970  are  expected  to  decline; 
however,  an  upturn  is  projected  for  1971  which  will 
pass  the  record  set  in  1969.  After  allowing  for  scrap- 
page  and  for  vehicles  entering  and  leaving  the  state, 
total  fee-paid  vehicles  at  year-end  are  estimated  at 
13,130,000  in  1969,  13,670,000  in  1970,  and  14,235,000 
in  1971.  Based  upon  these  estimates,  registration  and 
weight  fees  will  total  $252,500,000  in  the  budget  year. 
Adding  drivers'  license  fees  and  other  revenues  will 
bring  the  total  to  $276,000,000.  This  represents  an  in- 
crease of  $10.5  million  over  the  estimate  for  the  cur- 
rent fiscal  year  and  $23.1  million  over  actual  receipts 
during  1968-69. 

The  vehicle  license  fee  is  imposed  for  the  privilege 
of  operating  a  vehicle  upon  the  public  highways.  The 


number  of  vehicles,  original  market  value,  and  age  dis- 
tributions are  the  significant  determinants  of  vehicle 
license  fee  revenue.  New  car  values  are  increasing  and 
the  trend  is  expected  to  continue.  The  rise  in  average 
renewal  fees  to  be  paid  in  1970  will  be  greater  than 
usual  because  of  the  increase  in  new  vehicles  sold  in 
1969.  Since  new  vehicle  sales  in  1970  are  expected  to 
decline  somewhat,  the  increase  in  average  renewal  fees 
in  the  following  year  will  be  moderate.  This  is  the 
principal  factor  accounting  for  the  smaller  increase 
in  revenue  shown  in  1970-71. 

Total  revenues  from  motor  vehicle  fees  are  shown 
below : 

( in  millions) 

1968-69        1969-70       1910-71 
Actual      Estimated    Estimated 

Vehicle  license  fees $216.9  $235.0  $250.0 

Registration  and  weight  fees  234.0  242.8  252.5 

Drivers'  license  fees 10.5  13.0  13.0 

Other   8.4  9.7  10.5 

Totals    $469.9  $500.5  $526.0 

Transportation  Tax-$25,000,000 

The  transportation  tax  is  imposed  at  the  rate  of 
1.5  percent  of  the  gross  receipts  from  the  operation 
of  motor  vehicles  for  hire  outside  of  municipalities.  An 
analysis  of  trend,  adjusted  for  anticipated  economic 
conditions,  indicates  a  level  of  $25,000,000  for  the 
budget  year,  and  $23,000,000  for  the  current  year  as 
compared  with  actual  1968-69  revenues  of  $21,858,- 
000. 

Other  Special  Fund  Revenue-$l  07, 330,000 

For  the  most  part,  nontax  revenue  flowing  to  special 
funds  represents  regulatory  fees  on  business  and  pro- 
fessions, charges  for  special  services  to  designated 
groups  and  royalties  from  oil  and  gas  production  on 
state-owned  land. 

For  the  budget  year,  these  revenues  will  total  $107,- 
330,000,  down  from  $123,151,000  in  the  current  year. 
Actual  receipts  in  1968-69  were  $115,442,000.  The 
sharp  decline  in  revenue  in  1970-71  is  attributable 
primarily  to  a  reduction  of  oil  and  gas  royalty  rev- 
enue. 
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TABLE   16 

SUMMARY   OF   STATE   POPULATION,    INCOME   OF   CALIFORNIA    RESIDENTS,   AND   STATE   TAX   COLLECTIONS 

Excluding  Departmental,  Interest  and  Miscellaneous  Revenue 


Estimated 

Fiscal 
Year 

State  Tax  Collections 

Taxes  per  Capita 

Taxes  per  $100  of 

Population 

July  1st 

(Thousands) 

Personal 

Income 

(Millions) 

Income 

per 
Capita 

Genera!                Special 
Fund                  Funds                  Total 
(Thousands)       (Thousands)       (Thousands) 

Personal  Income 

Year 

General 
Fund 

Special 
Funds          Total 

General       Special 
Fund          Funds         Total 

CASH    BASIS 

1950 10.643     $19,774     $1,858           1950-51 $647,992  $295,542  $943,534  $59.52     $27.15  $86.67  $3.28  $1.49  $4.77 

1951 11,130      22,756       2.045           1951-52 709.245     322,699  1,031,944  62.30  28.35  90.65  3.11  1.42  4.53 

1952 11.638       25,214       2,167           1952-53 754,048     346,480  1,100,528  63.53  29.19  92.72  2.99  1.37  4.36 

1953 12,101       27,002       2,231           1953-54 772,250     442,538  1,214,788  62.74  35.95  98.69  2.86  1.64  4.50 

1954 12,517       27,682       2,212           1954-55 831,899     467,814  1,299,713  65.19  36.66  101.85  3.01  1.69  4.70 

1955 13,004       30,378       2,336           1955-56 972,828     524,765  1,497.593  73.18  39.48  112.66  3.20  1.73  4.93 

1956 13,581       33,177       2.443           1956-57 1,042,773     554.713  1.597,486  75.13  39.97  115.10  3.14  1.67  4.81 

1957 14,177       35.497       2,504           1957-58 1.069,809     572,490  1,642,299  73.99  39.59  113.58  3.01  1.61  4.62 

1958 14,741       37,361       2,534           1958-59 1.170.890     594,587  1,765,477  77.98  39.60  117.58  3.13  1.59  4.72 

1959 15.288       41,010       2,682           1959-60 1,443.296     633,492  2.076,788  92.66  40.67  133.33  3.52  1.54  5.06 

1960 15,863       42,980       2,709           1960-61 1,537,347     656,815  2.194,162  95.39  40.76  136.15  3.58  1.53  5.11 

1961 16,369      45,678       2,791           1961-62 1,645,300     669.267  2.314,567  98.87  40.22  139.09  3.60  1.47  5.07 

1962 16,912       49,051       2,900           1962-63 1,791,038     711,185  2,502,223  103.99  41.29  145.29  3.65  1.45  5.10 

1963 17,533       52,615       3,001           1963-64 2,057,962     813,937  2,871,900  115.70  45.76  161.46  3.91  1.55  5.46 

1964 18,041       56,570       3,136           1964-65 2,161,157     931,958  3,093,115  118.23  50.99  169.22  3.82  1.65  5.47 

1965 18,516       60,234       3,253           1965-66 2.398.958     971,625  3,370,582  128.30  51.97  180.27  3.98  1.61  5.60 

1966 18.879      65.156       3,451           1966-67 2,422,275     993,277  3,415,552  127.02  52.09  179.11  3.72  1.52  5.24 

ACCRUAL   BASIS 

1966 18,879      65.156       3,451           1966-67 2,746,888  1,091,387  3,838,275  144.04  57.23  201.27  4.22  1.68  5.89 

1967 19,261       69,&32       3,631           1967-68 3,557,610  1,118,311  4,675,921  183.31  r,7.62  240.93  5.09  1.60  6.69 

1968 19,554       76,581       3.916           1968-69 3,962,5201,210,229  5,172.748  201.09  61.42  262.51  5.17  1.58  6.75 

1969 19,856       82,970       4,180          1969-70f___  4,155,374 1,270,265  5,425,639  207.68  63.49  271.17  5.01  1.53  6.54 

1970 20,161       88,730       4,365           1970-71t___  4,524,871 1,312,029  5,836,900  222.58  64.54  287.12  5.10  1.48  6.58 

t  Estimated. 

Population  estimated  by  the  State  Department  of  Finance. 

Personal  income,  1950  through  1968,  from  estimates  by  the  Office  of  Business  Economics,  United  States  Department  of  Commerce.  Data  for 

1969  and  1970  are  estimates  by  the  State  Department  of  Finance.   Amount  shown  for  1970  is  the  average  of  the  high  and  low  estimates 

shown  in  Table  11. 

Taxes  per  capita  computed  on  the  basis  of  population  January  1st,  the  midpoint  of  the  fiscal  year. 
Note  :  Data  are  shown  for  1966-67  on  both  bases  in  order  to  facilitate  long-term  comparisons. 


TABLE  17 
COMPARATIVE  YIELD   OF   STATE   TAXES,    1950-51    THROUGH    1970-71 

(In  Thousands) 


Year 

Sales 

Bank 

Liquor 

Beer 

Motor 

Motor 

Transpor- 

Ending 

and 

Personal 

and 

Inheritance 

Distilled 

Horse 

License 

and 

Private 

Vehicle 

Vehicle 

tation 

June  30 

Use 

Income      Corporation * 

Cigarette 

and  Gift 

Insurance 

Spirits 

Racing 

Fees 

Wine 

Car 

Fuel  2 

Fees3 

Tax 

CASH 

BASIS 

1951__ 

$399,243 

$75,891 

$98,245 

- 

$23,671 

$23,447 

$16,094 

$16,368 

$8,106 

$3,796 

$891 

$149,907  $117,680  $10,194 

1952„ 

417,693 

90,914 

120,127 

— 

29,165 

25.732 

14,430 

20,042 

7,828 

3,730 

1,089 

162,076 

127,809 

11,312 

1953— 

460,110 

94,551 

119,127 

— 

23,474 

29.171 

15,615 

20,960 

8,687 

4,069 

1,127 

170,871 

139,406 

13,359 

1954__ 

465,051 

96,169 

125,026 

— 

24,112 

34,325 

15,546 

22,512 

8,586 

3,989 

1  222 

234,395 

170,519 

13,337 

1955__ 

492,917 

106,738 

133,661 

— 

30,250 

38.501 

16,108 

22.838 

9.213 

4,172 

1,301 

244,588 

185,505 

13,921 

1956— 

564,225 

127,816 

157,088 

- 

36,334 

39.104 

33,970 

24,891 

9,638 

4,373 

1,330 

273,086 

209,817 

15,921 

1957— 

600,102 

143,290 

167,431 

— 

38,540 

42.529 

34,902 

26,695 

10,616 

4,361 

1,424 

291,364 

219,266 

16,965 

1958— 

605,238 

149,269 

173,599 

— 

45,331 

46,037 

33,963 

25,948 

11,297 

4,595 

1,590 

302,671 

227,153 

15,609 

1959— 

631,514 

160,553 

174,003 

— 

44,943 

105.832 

36,685 

28,087 

11,962 

5,129 

1,712 

317,709 

236,177 

11,171 

I960— 

709,648 

246,585 

240,735 

$64,805 

47,189 

61.530 

40.369 

36,288 

12,379 

10,016 

1.613 

336,786 

256,303 

12,543 

1961— 

711,702 

269,103 

272,718 

66,024 

76,803 

66.745 

41,274 

37,260 

13,044 

9,704 

1,668 

350,801 

264,842 

12,475 

1962— 

749,523 

299.034 

290,870 

66,054 

76,012 

71.699 

45,418 

38,311 

13,533 

10,495 

1,753 

363,771 

274,906 

13,187 

1963— 

813,465 

322,012 

311,251 

70,194 

92,432 

77.970 

48,152 

41,663 

13,939 

10,659 

1,808 

386.215 

298,356 

14,106 

1964— 

876,944 

392,341 

405,431 

71,822 

102,195 

107,200 

50.145 

43,442 

14,274 

11,299 

1,846 

450,195 

329,584 

15,183 

1965— 

939,649 

410,109 

416,247 

74,477 

114,464 

95.199 

53,915 

47,560 

14,596 

12,422 

2,017 

542,822 

353,607 

16,030 

1966— 

1,096,162 

454,625 

435,597 

74,578 

123,781 

100.854 

56.718 

47,443 

14,878 

12,606 

2,205 

551,108 

382,656 

17,373 

1967— 

1,053,249 

500,086 

453,292 

75,597 

114,413 

107.186 

59,564 

49,311 

14,954 

13,751 

2,477 

548,287 

405,061 

18,323 

ACCRUAL   BASIS 

1967 

1,190,750 

626,697 

453,292 

78,191 

141,899 

131.226 

64,733 

49,311 

14,954 

14,964 

2,477 

643,698 

405.061 

21,023 

1968 

1,464,927 

952,487 

576,874 

219,272 

135,554 

121,155 

81,700 

54,799 

15,736 

13.196 

2,932 

580.487 

437,918 

18,882 

1969 

1,652,979 

1,101,691 

592,303 

237,328 

158,815 

130.312 

85,494 

59,839 

18,821 

14,118 

3,865 

625,667 

469,655 

21,858 

19701 

1,734,000 

1,181,000 

607,500 

233,400 

168,900 

137.500 

90.500 

55,800 

19,300 

15,000 

3,739 

655,500 

500,500 

23,000 

1971t 

1,848,500 

1,418,000 

583,000 

228,000 

184,000 

151.800 

94,000 

68,400 

19,800 

15,400 

3,800 

671,200 

526,000 

25,000 

i  Includes  the  corporation  income  tax. 

2  Includes  motor  vehicle  fuel  tax   (gasoline),  use  fuel  tax   (diesel  and  liquefied  petroleum  gas). 

3  Comprises  registration  and  weight  fees,  motor  vehicle  license  fees  and  other  fees. 
t  Estimated. 

Note:  Data  are  shown  for  1966-67  on  both  bases  in  order  to  facilitate  long-term  comparisons. 
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Table  18 
OUTLINE  OF   STATE   TAX   SYSTEM   AS  OF  JANUARY    1,    1970 


Major  Taxes  and  Fees 


Reference 


Code 


Sections 


Base  or 
Measure 


Rate 


Administering 
Agency 


Fund 


Alcoholic  Beverage  Excises : 

Beer 

Distilled  spirits 

Wine  : 

Dry 

Sweet 

Sparkling 

Sparkling  hard  cider 

Bank  and  Corporation : 
General  corporations 

Banks  and  financial 

corporations 

Cigarette 

Gift 

Horse  Racing  License 

Inheritance 

Insurance 

Liquor  License  Fees 

Motor  Vehicle  : 

Vehicle  license  fees 

Fuel — gasoline 

Fuel — diesel 

Registration  fee 

Weight  fees 

Transportation 

Personal  Income 

Private  (Railroad)  Car 

Retail  Sales  and  Use 


R&T  (1) 
R&T 

R&T 
R&T 
R&T 
R&T 


R&T 

R&T 
R&T 
R&T 

B&P  (7) 

R&T 
R&T 
B&P 


R&T 
R&T 
R&T 
Vehicle 
Vehicle 
R&T 

R&T 

R&T 

R&T 


32151(a) 
32201(a) 

32151(b) 
32151(c) 
32151(d) 
32151(e) 


23151 
23501 
23181 
23183 

30101 

15206 

19491 

13404 
12202 
23320 


10751 
7351 
8651 
9250 
9400 
9651 

17041 

11401 

6051 
6201 


Gallon 
Gallon 

Gallon 
Gallon 
Gallon 
Gallon 


Net  income 

Net  income 

Package (5) 

Market  value 

Amt.  wagered 
Breakage 

Market  value 

Gross  premiums  (9) 

Type  of  license 


Market  value 

Gallon 

Gallon 

Vehicle 

Unladen  weight 

Gross  receipts 

Taxable  income 

Valuation 

Receipts  from  sales 
of  taxable  items 


$0.04 
2.00 

.01 
.02 
.30 
.02 


7.0%  (3) 

11.0%  Max. 

$0.10  (5) 

3-24% 

5-8% 
0-100% 

3-24% 

2.35%  (9) 

Various 


2% 
$0.07 
.07 
11.00 

Various 
14% 

1-10% 

(15) 
4% 


Equalization  (2) 
Equalization 

Equalization 
Equalization 
Equalization 
Equalization 


Franchise  (4) 

Franchise 

Equalization 

Controller 

Horse  Racing 
Board 

Controller 

Insurance  Comm. 

Alcoholic  Beverage 
Control  Dept. 

Motor  Veh.  Dept. 
Equalization 
Equalization 

Motor  Veh.  Dept. 

Motor  Veh.  Dept. 
Equalization 

Franchise 

Equalization 

Equalization 


General 
General 

General 
General 
General 
General 


General 


General 

Cigarette  Tax 
Fund (6) 
General 

Fair  and  Expo.  (8) 

Wildlife  Restoration 

and  General 

General 

General 

Alcohol  Bev.  (10) 
and  General 

Veh.  Lie.  Fee  (11) 

Fuel  (12) 

Fuel 

Motor  Veh.  (13) 

Motor  Veh. 
Transp.Tax  (14) 

General 

General 

General 


(1)  Revenue  and  Taxation  Code. 

(2)  State  Board  of  Equalization. 

(3)  Minimum  tax  $100  per  year,  not  applicable  to  banks. 

(4)  Franchise  Tax  Board. 

(5)  This  tax  is  levied  at  the  rate  of  5  mills  per  cigarette. 

(6)  30  percent  of  the  cigarette  tax  is  remitted  to  local  jurisdictions. 

(7)  Business  and  Professions  Code. 

(8)  For  support  of  county  fairs  and  similar  activities. 

(9)  Ocean  marine  insurance  is  taxed  at  the  rate  of  5  percent  of  underwriting  profit  attributable  to  California  business.  A  special 

rate  also  applies   to  certain   types  of  insurance  and  annuities. 

(10)  For  return  to  cities  and  counties. 

(11)  For  payment  of  administrative  costs  and  apportionment  to  counties,  cities  and  school  districts. 

(12)  For  administrative  expense  and  apportionment  to  state,  counties  and  cities  for  highways,  airports  and  small  craft  harbors. 

(13)  For  support  of  State  Department  of  Motor  Vehicles,  California  Highway  Patrol,  and  state  highways. 

(14)  For  administrative  expenses  and  state  highways. 

(15)  Average  property  tax  rate  in  the  state  during  preceding  year. 
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CLASSIFICATION   OF   FUNDS   IN   THE   STATE   TREASURY 

The  Budget  totals  of  revenues  and  expenditures  reflect  the  activities  of  many 
separate  funds.  See  Schedules  4  and  5  for  complete  list  of  these  funds.  They 
are  segregated  into  the  following  classifications: 

GENERAL  FUND — Consists  of  money  received  into  the  State  Treasury  not 
required  by  law  to  be  credited  to  any  other  fund,  to  be  used  for  general 
purposes  of  State  Government. 

SPECIAL  FUNDS — Funds  created  to  receive  certain  revenues  or  to  finance 
particular  activities  which  are  for  general  purposes  of  State  Government  or 
are  for  activities  subject  to  the  regulatory  or  police  powers  of  the  state. 

OTHER  FUNDS— See  Schedule  5  for  list  of  funds  which  are  not  included  in 
the  Budget  totals.  They  consist  of  moneys  which  were  derived  from  sources 
other  than  general  or  special  taxes,  licenses,  fees  or  other  state  revenues.  There 
are  receipts  from  the  Federal  Government,  funds  created  for  accounting 
purposes,  receipts  from  sale  of  lands,  or  moneys  held  in  trust.  Funds  not 
included  in  the  Budget  totals  are  segregated  into  the  following  classifications : 

Working  Capital  and  Revolving  Funds — Funds  created  to  finance  services  for 
governmental  agencies  for  which  charges  are  made  at  cost  to  maintain  a 
fixed  accountability.  The  charges  are  reflected  as  expenditures  in  the  Budget 
at  the  agency  receiving  the  commodity  or  service. 

Public  Service  Enterprise  Funds — Aeivities  operated  under  state  control  for 
the  benefit  of  the  public.  Funds  are  derived  from  charges  to  those  who  use 
the  service  and  no  supporl  is  derived  from  taxes,  licenses  or  other  state 
revenues.  These  functions  ar  ■  not  subject  to  the  regulatory  or  police  powers 
of  the  state. 

Bond  Funds — To  hold  proceeds  from  the  sale  of  bonds  and  to  finance  projects 
for  which  the  bonds  were  au'horized.  The  cost  to  the  state  is  charged  at  the 
time  interest  payments  are  made  and  when  the  bonds  are  redeemed.  (See 
Treasury  funds  for  which  no  detailed  transactions  are  reported  in  the 
Budget.) 

Retirement  Funds — Moneys  held  in  trust  by  the  state  for  retirement  benefit 
payments. 

Debt  Service  Funds — Moneys  held  by  the  state  to  be  used  for  payment  of 
interest  or  for  redemption  of  bonds. 

Trust  and  Agency  Funds — Funds  holding  moneys  in  trust  pending  disburse- 
ments to  trustors,  moneys  received  from  the  Federal  Government  to  be 
expended  for  specific  purposes,  and  other  funds  which  do  not  derive  their 
sources  from  taxes  or  other  state  revenues,  or  are  in  the  nature  of  transitory 
funds  created  for  the  convenience  of  accounting  receipts  or  disbursements 
which  are  not  necessarily  revenues  or  expenditures. 
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TREASURY   FUNDS   FOR   WHICH    NO   DETAILED   TRANSACTIONS 
ARE   REPORTED    IN   THE   BUDGET 

Ballot  Paper  Revolving  Fund:  The  fund  is  used  by  the  Secretary  of  State  to  purchase  paper  for  sale  to  counties 
and  municipalities  for  their  use  for  election  ballots. 

Bicentennial  Celebration  Fund:  Depository  for  gifts  and  grants  for  commemoration  of  the  200th  anniversary 
of  the  settlement  of  California. 

California  Heritage  Preservation  Fund:  The  fund  was  established  by  Chapter  1938,  Statutes  of  1963,  to  receive 
donations,  gifts  and  grants  from  any  source  to  provide  for  the  restoration,  preservation  and  display  of  the 
historical  documents  of  the  state  on  deposit  with  the  Secretary  of  State. 

Condemnation  Deposits  Fund:  Contains  deposits  held  in  trust  pending  settlement" of  court  cases  in  condemnation 
proceedings. 

India  Basin  Sinking  Fund:  Moneys  are  transferred  from  the  San  Francisco  Harbor  Improvement  Fund  and 
interest  is  earned  on  investment  of  these  moneys  to  provide  for  payment  of  interest  and  redemption  of  the 
San  Francisco  Harbor  Bonds. 

Job  Training  and  Placement  Fit7id:  For  deposit  and  disbursement  of  grants  and  gifts  to  further  programs 
designed  to  provide  instruction  in  vocational  skills  and  to  provide  assistance  for  job  placement. 

Old  Age  and  Survivors  Insurance  Revolving  Fund:  The  fund  is  used  by  the  Public  Employees'  Eetirement 
System  to  clear  employer  and  employee  contributions  under  the  Federal  Old  Age  and  Survivors  Insurance 
Program  from  public  agencies  included  in  the  agreement  between  the  state  and  the  federal  government. 

Opportunity  Work  Centers  Revolving  Fund:  Provides  for  purchase  and  rental  of  equipment  for  Centers  for  the 
Blind. 

San  Francisco  Seawall  Funds  Nos.  4  and  5:  Receives  money  from  the  proceeds  of  bonds  sales  to  be  used  for  the 
construction  of  wharves,  piers,  seawall,  and  other  improvements  in  San  Francisco  Harbor. 

San  Francisco  Seawall  Sinking  Funds  Nos.  2,  3  and  4:  Moneys  are  transferred  from  the  San  Francisco  Harbor 
Improvement  Fund  and  interest  is  earned  on  investment  of  these  moneys  to  provide  for  payment  of  interest 
and  redemption  of  the  San  Francisco  Harbor  Bonds. 

Special  Deposit  Fund:  Accumulation  of  mimerovs  trust  funds  deposited  by  state  and  private  agencies  for  a 
specific  purpose.  This  fund  also  contains  unclaimed  checks  and  deposits  pending  either  payment  to  the 
proper  persons  or  transfer  to  the  General  Fund.  The  transactions  of  this  fund  are  so  numerous  and  the 
pattern  is  so  indefinite  that  no  attempt  is  made  to  estimate  the  volume  that  will  flow  through  the  fund. 

Special  Interest  Stopping  Place  Fund:  Receives  gifts  of  money  or  property  for  the  purpose  of  establishing  places 
of  special  scenic,  historical,  or  cultural  interest. 

State  Park  Contingent  Fund:  Receives  moneys  from  gifts,  bequests,  from  municipal  or  county  appropriations, 
or  donations,  for  improvements,  additions,  or  administration  of  the  state  park  system.  The  amounts  received 
are  disbursed  in  accordance  with  the  provisions  of  the  donations. 

State  Payroll  Revolving  Fund:  The  fund  is  used  by  the  State  Controller  for  payment  of  salaries  through  the 
Uniform  Payroll  System. 

Surplus  Money  Investment  Fund:  Excess  money  in  those  funds  which  do  not  have  other  provision  for  investment 
may  be  transferred  to  this  fund,  the  pooled  resources  are  invested  and  the  interest  earned  is  prorated  to 
the  contributing  funds. 

Tax-deeded  Land  Rental  Trust  Fund:  Receipts  are  derived  from  leases  made  by  the  State  Controller  covering 
property  deeded  to  the  state  for  taxes.  The  rentals  are  paid  semiannually  to  the  county  in  which  the  property 
is  located  for  distribution  to  the  taxing  agencies. 

Toll  Bridge  Authority  Revolving  Fund:  A  permanent  revolving  fund  to  pay  expenses  incurred  by  the  California 
Toll  Bridge  Authority  in  the  administration  of  the  Toll  Bridge  Authority  Act. 

Traffic  Safety  Program,  Fund:  To  receive  and  disburse  funds  received  as  gifts  and  grants  to  be  apportioned 
to  local  governments  for  traffic  safety  programs. 

Treasury  Trust  Deposits:  Provides  for  the  State  Treasurer's  Central  Banking  System. 
Unclaimed  Property  Fund:  This  fund  accounts  for  all  unclaimed  moneys  held  by  the  state. 

Welfare  Advance  Fund:  The  fund  is  used  for  disbursements  to  counties  of  state  and  federal  shares  of  social 
welfare  public  assistance  programs. 
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STATE  OPERATIONS 

Current  Expenses: 
Legislative: 

General  Administration 

Corrections 

Education 

Higher  Education-   —   -   — 

Fiscal  Affairs .   _   _   

Fiscal  Affairs — Bond  Funds..    _ 

Health  and  Welfare 

Industrial  Relations 

Justice 

Military  Affairs 

Regulation  and  Licensing-    —   —   - 

Resources -   

Transportation  .. 

Veterans  Affairs 

Miscellaneous.. . —    — 

Debt  Service _     .   .   .. 

Unallocated -     

Unallocated — Bond  Funds   _ 

Credits  to  General  Fund  for  overhead 
services  charged  to  agencies  supported 
from  Special  Funds  ° —      .    . 

Estimated  Unidentified  Savings a...   .    . 

TOTALS,  STATE  OPERATIONS. 

General  Fund .   _   —   .. 

Special  Funds — 

State  Construction  Program  Fund. 

LOCAL  ASSISTANCE 

Subventions: 

Agriculture  .      —    _    

Corrections  . .   .   .. 

Education : 

Health  and  Welfare: 
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Schedule  10 
STATEMENT  OF   BONDED   DEBT  OF   THE   STATE   OF   CALIFORNIA   AS   OF   NOVEMBER   30,    1969 

This  statement  includes  only  general  obligation  bonds  of  the  State  of  California  and  does  not  include  bonds  issued  under 
authority  of  state  instrumentalities  which  are  not  general  obligations  of  the  State  of  California. 


Name  of  Issue 

Rate  of 
Interest 

Date  of 
Maturity 

Authorized 

Unsold 

Redemptions 

Outstanding 

GENERAL  OBLIGATION  BONDS 

GENERAL  FUND  BONDS 

California  Tenth  Olympiad  of  1927 ..   .-   -- 

m% 
i-m% 

M-5% 

3}£-5% 

1-5% 

3-5% 

'/fo-5% 

Ho-5% 

3-5% 

5% 

3J<-5% 

Mo-5% 

Ho-5% 

3  %-5% 

3^-5% 
3^-5% 

3W»-5% 

1932-1971 
1952-1978 
1955-1990 
1959-1984 
1960-1985 
1961-1987 
1963-1990 
1966-1991 
1967-1994 
1970-1984 
1959-1985 
1962-1989 
1965-1991 
1966-1994 

1968-1993 
1970-1989 

1967-1987 

$1,000,000 
250,000,000 
185,000,000 
100,000.000 
100,000,000 
220,000,000 
300,000,000 
200,000,000 
260,000,000 
275,000.000 
200,000,000 
200,000,000 
270,000,000 
380,000,000 

230,000,000 
65,000,000 

150,000,000 

$950,000 
158,100,000 
82,000,000 
33,600,000 
32,200,000 
57,100,000 
57,200,000 
22,400,000 
11,200,000 

'$50,000 

291,900,000 

2103,000,000 

266,400,000 

267,800,000 

!162,900,OO0 

2242  800  000 

State  School  Building  Act  of  1949 

State  School  Building  Act  of  1952 

State  School  Building  Act  of  1954 

State  School  Building  Act  of  1956 

State  School  Building  Act  of  1958-      .   

State  School  Building  Act  of  1960      

State  School  Building  Act  of  1962            

2177,600,000 
2248,800,000 

State  School  Building  Act  of  1964        -_ 

State  School  Building  Act  of  1966 

$269,025,000 

25,975,000 

62,600,000 
44,600,000 
33,800,000 
22,200,000 

6,400,000 

137,400,000 

155,400,000 

236,200,000 

State  Construction  Program  Bond  Act  of  1964 

State  Higher  Education  Construction  Program  Bond 
Act  of  1966 

30,000,000 

75,460,000 
50,000,000 

75,000,000 

327,800,000 
148,140,000 

15,000,000 

State  Beach,  Park,  Recreational,  and  Historical  Facil- 
ities Bond  Act  of  1964. 

6,700,000 

68,300,000 

$3,386,000,000 

$1,750,000,000 

$9,000,000 
10,000,000 
10,000,000 
1,000,000 
60,000,000 

$499,485,000 
$600,000,000 

$631,050,000 

$2,255,465,000 

SELF-LIQUTDATING  BONDS' 

California  Water  Resources  Development  Bond  Act  of 
1959- _ _._ _ 

Ho-5% 

4% 

4% 

1M-3X% 

4% 
1-6% 

1973-2018 

1951-1985 
1955-1989 
1952-1983 
1941-1985 
1964-1997 

$1,150,000,000 

HARBOR  BOND  FUNDS 

$7,174,000 

6,777,000 

6,180,000 

639,000 

7,100,000 

$1,826,000 

$550,000 

2,673,000 

3,820,000 

India  Basin  of  1909  ----- 

147,000 

214,000 

52,900,000 

$90,000,000 

$100,000,000 
100,000,000 
150,000,000 
175,000,000 
500,000,000 
300,000,000 
400,000,000 
250,000,000 
200,000,000 

$697,000 

$27,870,000 

$95,450,000 
85,900,000 
109,850,000 
101,000,000 
197,500,000 
74,400,000 
77,300,000 
23,700,000 

$61,433,000 

VETERANS  FARM  AND  HOME 
BUILDING  FUND  BONDS 

2-2J^  % 

iH-4% 

iH-2H% 

X-5% 

1-5% 
3K-5% 
Ho-5% 

3-5% 

1949-1971 
1952-1972 
1954-1975 
1957-1977 
1958-1984 
1961-1986 
1962-1989 
1966-1988 

$4,550,000 

14,100,000 

40,150,000 

74,000,000 

302,500,000 

Veterans  Act  of  1958 

225,600,000 

Veterans  Act  of  1960 

322,700,000 

Veterans  Act  of  1962 

226,300,000 

$200,000,000 

Totals,  Veterans  Farm  and  Home  Building 

$2,175,000,000 

$200,000,000 

$765,100,000 

$1,209,900,000 

TOTALS.   SELF-LIQUIDATING   BONDS-- 

$4,015,000,000 

$800,697,000 

$792,970,000 

$2,421,333,000 

TOTALS,  ALL  BONDS 

$7,401,000,000 

$1,300,182,000 

$1,424,020,000 

$4,676,798,000 

1  The  General  Fund  will  pay  the  debt  service  in  the  1970-71  fiscal  year,  as  general  obligation  bonds  of  the  State  of  California,  for  the  Olympic  Bond  Fund  in  accordance  with  Section  6  and 
Section  7  of  Chapter  313,  Statutes  of  1927. 

2  The  school  districts  of  the  State  of  California  pay  a  part  of  the  debt  service  for  the  school  building  bond  issues. 

*  The  revenues  derived  from  the  California  Water  Resources  Development  Bond  Fund,  the  San  Francisco  Harbor  Improvement  Fund,  the  Small  Craft  Harbor  Improvement  Fund,  and  the 
Veterans  Farm  and  Home  Building  Fund  of  1943  finance  the  debt  service  costs  that  are  paid  from  the  General  Fund. 

*  Callable  on  and  after  July  1,  1951  by  lot. 
5  Callable  on  or  after  July  2,  1955  by  lot. 

8  Callable  on  or  after  January  1,  1941  by  lot. 

7  Chapter  103,  Statutes  of  1958,  First  Extraordinary  Session,  authorized  J50.000.000  for  development  of  the  San  Francisco  Harbor  and  $10,000,000  for  the  development  of  small  craft  harbore. 
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1970-71  Capital  Budget 

and 

Five-Year  Construction  Program 


The  1970-71  Capital  Budget  and  the  Five-Tear 
Construction  Program  covering  the  budget  year,  plus 
four  additional  years,  is  presented  in  this  volume. 
The  total  recommended  expenditures  from  govern- 
mental cost  funds  for  the  coming  fiscal  year  are 
$355.2  million.  Of  this  amount,  expenditures  from  the 
General  Fund  amount  to  $47.7  million,  and  expendi- 
tures from  special  revenue  funds  make  up  for  the 
balance  of  $307.5  million.  Table  1  below  summarizes 
proposed  expenditures  by  major  program. 

Table  1 

RECOMMENDED    EXPENDITURES   FOR   CAPITAL 

OUTLAY    BY    MAJOR    PROGRAMS 

1970-71 

(In  Thousands) 

Governmental 

cost  Bond 

Program                                                 funds  issues  Total 

State  Building  Program $66,700  $4,755  $71,455 

District  and  county  fairs 1,192  1,192 

Wildlife  Conservation -1,286  1,066            -220 

Parks  and  Recreation 4,048  135           4,183 

Highways 283.447  -  28.3.447 

Water  facilities   1,120       321,279  322,399 

Totals,  Capital  Outlay $355,221     $327,235     $682,456 

So  that  the  capital  budget  can  be  viewed  in  a  com- 
prehensive manner,  all  proposed  outlays  have  been 
included  in  the  detailed  budgets  without  regard  to 
source  of  funds.  In  keeping  with  accepted  principles 
of  governmental  accounting,  however,  expenditures 
from  bond  proceeds,  other  nongovernmental  cost 
funds,  loans  from  state  funds,  and  expenditures 
from  federal  funds  and  other  nonstate  sources  are 
excluded  from  the  budget  totals. 


Projections  of  all  pertinent  factors  point  to  a 
need  for  continuing  investments  in  capital  improve- 
ments in  this  and  foreseeable  future  budgets.  Current 
trends  in  college  enrollments,  vehicle  registrations, 
usage  of  recreational  areas,  water  utilization,  and 
other  indices  used  in  planning  for  physical  facilities 
furnish  clear  evidence  of  the  necessity  for  annual  out- 
lays of  significant  amounts  based  on  past  utilization 
standards. 

The  entire  Five-Year  Construction  Program  should 
be  viewed  as  a  tentative  plan  based  on  currently  ap- 
proved programs  and  levels  of  service  existing  stand- 
ards of  space  allowances  and  utilization,  and  present 
concepts  of  how  program  objectives  are  to  be  achieved. 
When  any  of  these  factors  change,  related  adjust- 
ments in  the  capital  outlay  program  must  be  made. 

The  individual  proposals  in  the  five-year  plan  for 
the  fiscal  years  1971-72  through  1974-75  represent 
the  current  departmental  request  and  not  a  program 
approved  by  the  administration.  Additional  studies 
will  be  made  prior  to  the  final  recommendations. 

STATE  BUILDING  PROGRAM 

The  State  Building  Program  encompasses  the  pro- 
jected capital  outlay  requirements  for  publicly  sup- 
ported higher  education,  mental  hygiene,  corrections, 
and  for  office  space.  It  also  includes  the  forecast  of 
the  funding  needs  for  such  agencies  as  the  Depart- 
ment of  Conservation,  Military  Department,  and  De- 
partment of  General  Services. 

The  significant  characteristics  of  each  principal 
component  of  the  State  Building  Program  are  dis- 
cussed below. 


EDUCATION-SUMMARY 

SUMMARY  OF   FIVE-YEAR   PROGRAM 
(In  Thousands) 

1970-71  1971-72         1972-73         1973-74 

University  of  California $25,391  $234,548             $163,4.31              $133,242 

California   State   Colleges 78,510  185.104                189,514                 103,820 

California  Maritime  Academy 77.4  380                       485                        235 

Community  Colleges 18,970  54,000                 54,000                  54.000 

Department  of  Education   145.4  3,095                      733                    8,241 

TOTAL    $123,093.8  $477,127             $408,163              $299,538 

General  Fund 222.8  3,1,15                    IMS                     8416 

Capital  Outlay  Fund  for  Public 
Higher  Education  and  un- 
funded                50,913  291,365               262,21,1                112,1,55 

State  Construction  Program 

Fund  (Reserve  Account )  and 

unfunded    (19,061,)  l  25,000                  25,000                   25,000 

Federal,    University  overhead,  or 

other  nonstate  funds 11,958  151,281              119,698                 93,601 

1  This  amount  is  treated  as  an  expenditure  in  current  year  when  transferred  from  Gener  al  Fund  and  is  therefore  not  included  in  overall 
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1974-75 

$130,047 

89,978 

54,000 
450 

Total 

$686,659 

646,926 

1,177.4 
234.970 
12,664.4 

$274,475 
1,50 

$1,582,396.8 
13.81,1.8 

11,8,81,9 


925,829 


25,000 

100.000 

100,116 

51,2,126 

budget  totals. 

HIGHER  EDUCATION 

Proposed  expenditures  during  1970-71  for  capital 
outlay  for  the  University  of  California  and  the  Cali- 
fornia State  Colleges  are  approximately  $51  million 
which  will  be  funded  from  the  Capital  Outlay  Fund 
for  Public  Higher  Education.  The  Capital  Outlay 
Fund  for  Public  Higher  Education  is  comprised  of 
transfers  from  the  General  Fund  in  the  amount  of 
$31  million  and  some  existing  and  anticipated  tide- 
lands  revenues.  The  transfer  from  the  General  Fund 
to  the  Capital  Outlay  Fund  for  Public  Higher  Edu- 
cation is  proposed  so  that  the  appropriation i  will  be 
payable  from  one  source  thereby  simplifying  the  ap- 
propriation and  accounting  procedures. 

University  of  California 

Five-Year  Program 
(In  Thousands) 

1970-71      1971-72      1972-73      1973-74      1971,-75         Total 
$25,391     $234.54S     $163,431     $133,242     $130,047     $686,659 
l(i,120-     133,081         97,3(17         S7,78-'t         77.278       411,630- 
9,271       101467         66,06.',         J,5,J,5S         52.769       275.029 :: 

2  Capital  Outlay  Fund  for  Public  Higher  Education  for  1970-71  and  unfunded. 

3  Federal.  University  overhead,  and  other  nonstate  funds. 

The  last  four  years  of  the  five-year  building  pro- 
gram are  the  agency's  current  estimate  of  need  and 
do  not  represent  a  program  approved  by  the  adminis- 
tration. All  projects  reflected  as  funded  from  Univer- 
sity overhead  funds  or  nonstate  funds  are  not  reviewed 
by  the  Department  of  Finance  or  the  Legislature. 

The  1970-71  Capital  Outlay  Program  for  the  Uni- 
versity of  California  totals  $25,391,000.  Of  this 
amount  $16,120,000  is  to  be  financed  from  the  Capital 
Outlay  Fund  for  Public  Higher  Education  ;  $3,583,000 
is  from  federal  sources;  $1,052,000  is  derived  from 
University  overhead  funds;  and  $4,636,000  is  from 
other  nonstate  sources. 

State  Colleges 

Five-Year  Program 
(In  Thousands) 
1970-71      1971-72      1972-73      1973-74      1974-75         Total 
$78,510     $185,104     $189,514     $103,820       $S9,978     $646,926 
34,793       157.399        164,880         84,671         66,671       508.1,1!,  - 
1,3,717         27,705         2!,,634         19,11,9         23.307       138,512 3 
-  Capital  Outlay  Fund  for  Public  Higher  Education  for  1970-71  and  unfunded. 
:!  Federal  and  other  nonstate  funds. 

The  Board  of  Trustees  of  the  California  State  Col- 
leges is  vested  with  the  powers,  duties  and  functions 
relative  to  the  administration  of  the  state  colleges. 
One  of  the  major  functions  of  this  board  of  trustees 
and  its  administrative  staff  is  the  planning  for  19 
physical  plants,  including  the  new  campus  in  Kern 
County.  It  is  anticipated  that  in  the  period  1970-71 
through  1974-75  the  statewide  enrollments,  excluding 
earned  FTE,  will  rise  from  166,057  to  219,832.  The 
Five-Year  Capital  Outlay  Building  Program  estimates 
the  facilities  needed  to  provide  properly  for  this  in- 
crease of  53,775  FTE. 

It  should  also  be  noted  that  the  last  four  years  of 
the  five-year  building  program  is  the  State  Colleges 
current  estimate  of  need  and  does  not  represent  a 
program  approved  by  the  administration. 

The  1970-71  Capital  Outlay  Program  for  the  State 
Colleges  provides  for  an  expenditure  of  $78,510,000, 
of  this  total  $34,792,600  is  proposed  from  the  Capital 


Outlay  Fund  for  Public  Higher  Education,  and  $43,- 
717,400  from  nonstate  sources. 

Maritime  Academy 

Five-Year  Program 
(In  Thousands) 
1970-71       1971-72      1972-73      1973-71,      1971,-75         Total 
$77.4*  $380  $485  $235  —      $1,177.4 

*  General  Fund. 

The  Maritime  Academy  is  located  in  Vallejo  near 
the  north  end  of  the  Carquinez  Bridges  and  will  have 
an  average  enrollment  of  250  students  in  1970-71.  The 
campus  occupies  67  acres,  and  permanent  facilities 
consist  of  two  classroom  buildings,  engineering  build- 
ing, library,  administration  building,  seamanship 
building,  messhall,  residence  hall,  and  a  gymnasium 
with  pool. 

The  1970-71  budget  proposes  an  expenditure  from 
the  General  Fund  of  $77,400. 

Community  Colleges  (Junior  Colleges) 

Five-Year  Program 
(In  Thousands) 
1970-71      1971-72      1972-73      1973-74      1971,-75         Total 
$18,970       $54,000       $54,000       $54,000       $54,000     $234,970 
(19,064)       25,000         25,000         25.000         25,000       100,000'- 
3.1,00  4,000  4,000  4,000  4,000         19,400" 

15,570         25,000         25,000         25,000         25,000       115,570 ' 
5  State  Construction  Program  Fund  for  1970^71  and  unfunded. 
11  Federal  funds. 
7  District  funds. 

The  Legislature  in  1965  recognizing  that  pressures 
generated  by  rising  enrollments,  increasing  costs  and 
the  great  differences  in  the  ability  of  local  junior  col- 
lege districts  to  provide  a  well  balanced  educational 
program,  enacted  SB  318,  which  provided  the  vehicle 
for  a  shared  state  and  local  district  junior  college 
capital  outlay  program  on  a  continuing  basis. 

State  Construction  Program  Bond  funds  in  the 
amount  of  $50  million  for  the  junior  colleges  were  ap- 
proved in  the  1964  general  election.  Of  this  amount, 
$25,122,000  was  appropriated  in  the  1965-66  Budget 
subject  to  the  enactment  of  SB  318.  Because  of  the 
timing  involved,  this  amount  was  appropriated  to  the 
Department  of  Education  in  a  lump  sum  for  alloca- 
tion without  legislative  review. 

In  1966  the  junior  college  capital  outlay  projects 
were  itemized  in  the  budget  for  the  first  time.  That 
budget  provided  for  an  appropriation  of  $7,955,973 
to  the  Department  of  Education  to  be  allocated  to  the 
junior  college  districts  in  accordance  with  the  sched- 
ule noted  in  the  detail  of  that  budget. 

A  total  $19,617,300,  the  balance  remaining  from  the 
$50  million  in  State  Construction  Bond  Act  funds, 
was  appropriated  for  the  1967-68  fiscal  year. 

Looking  forward  to  the  continuing  need  for  state 
support  of  a  community  college  capital  outlay  pro- 
gram, the  Legislature  enacted  and  the  electorate  ap- 
proved the  Junior  College  Construction  Bond  Act  of 
1968  which  provided  $65,000,000  solely  for  commu- 
nity college  capital  outlay  projects. 

The  1968-69  Budget  Act  appropriated  $15,609,533 
to  be  paid  out  of  the  State  Construction  Program 
Fund. 

The  1969-70  Budget  provided  an  appropriation  of 
$29,307,662  from  the  State  Construction  Program 
Fund  to  the  Board  of   Governors  of  the   California 
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Community  Colleges  to  be  allocated  to  the  junior  col- 
lege districts  in  accordance  with  the  schedule  noted 

in  the  detail  of  this  budget.  Subsequent  to  this  action 
by  the  Legislature,  Chapter  784,  Statutes  of  1969,  was 
passed  and  this  legislation  authorized  the  transfer  of 
certain  surpluses  from  the  State  School  Fund  to  the 
State  Construction  Program  Fund.  Chapter  784,  in 
addition,  indicated  that  $26,914,886  of  these  funds 
were  to  be  used  in  lieu  of  bond  funds  previously  ap- 
propriated by  the  Community  Colleges  capital  outlay 
1969-70  appropriation. 

The  1970-71  Budget  proposes  an  appropriation  of 
$19,064,322  from  this  source  deposited  in  the  State 
Construction  Program  Fund  (Reserve  Account)  to 
the  Board  of  Governors  of  the  California  Community 
Colleges  to  be  allocated  to  the  junior  college  districts 
in  accordance  with  the  schedule  noted  in  this  budget. 

Department  of  Education 

Five-Year  Program 
(In  Thousands) 
1970-71      1971-72      1972-73      1973-74      1974-75         Total 
$145.4         $3,095  $733         $8,241  $450       $12,664.4 

The  Department  of  Education  administers  spe- 
cial schools  for  handicapped  children:  one  for  educa- 
tion of  the  blind,  two  for  the  education  of  the  deaf, 
and  two  for  diagnosis  and  education  of  neurologically 
handicapped  children.  The  1970-71  budget  for  the 
special  schools  totals  $145,400  with  funding  proposed 
from  the  General  Fund.  Projects  proposed  include : 
one  minor  project  for  each  of  the  diagnostic  schools 
totaling  $13,800;  two  minor  projects  totaling  $16,900 
for  the  School  for  the  Deaf,  Berkeley ;  one  major 
project  for  $85,000  to  provide  working  drawings 
for  a  permanent  facility  for  multihandicapped  chil- 
dren, and  one  minor  project  for  $29,700  at  the  School 
for  the  Deaf  at  Riverside. 

It  should  be  noted  that  the  last  four  years  of  the 
five-year  building  program  is  the  Department  of  Edu- 
cation's current  estimate  of  need  and  the  estimates  do 
not  represent  a  program  approved  by  the  adminis- 
tration. 

HUAAAN  RELATIONS 

Mental  Hygiene 

Five-Year  Program 
(In  Thousands) 
1970-71      1971-72      1972-73      1973-74      1974-75         Total 
$2,408       $15,996         $5,956         $4,167         $3,647       $32,174 

The  Department  of  Mental  Hygiene  capital  outlay 
program  in  the  budget  year  totals  $2,408,430.  This 
amount  represents  $1,008,000  in  major  projects  and 
$1,400,430  in  minor  projects. 

Major  projects  include :  Agnews  —  remodel  wards 
for  mentally  retarded  patients,  $125,000,  and  air  con- 
ditioning the  receiving  and  treatment  facility,  $250,- 
000.  Mendocino — air  condition  ward  buildings,  $292,- 
900.  Stockton — air  condition  ward  building,  $190,000. 
Porterville — air  condition  ward  building,  $142,100. 

Proposed  minor  capital  outlay  expenditures  pro- 
vide for  various  alteration,  improvement,  and  main- 
tenance projects. 

The  Lanterman-Petris-Short  Mental  Health  Act  of 
1968  has  reduced  significantly  the  bed  requirements 
at  the  state  hospitals  for  the  treatment  of  mentally  ill 


patients.  This  reduction  will  permit  the  deactivation 
of  bed  capacities  that  are  older,  and  less  efficient  to 

operate. 

Projected  five-year  proposals  for  this  department 
total  $32  million.  This  projection  includes  projects 
which  will  provide  an  upgrading  of  existing  facilities, 
and  consideration  of  additional  facilities  of  a  special- 
ized nature  iu  coping  witli  the  problems  of  mental  re- 
tardation and  mental  illness.  Significant  among  these 
projects  is  the  replacement  of  the  acute  medical- 
surgical  center  at  Sonoma  State  Hospital. 

The  individual  proposals  in  the  five-year  plan  for 
the  fiscal  years  1970-71  through  1973-74  represent 
the  Department  of  Mental  Hygiene's  current  re- 
quests. The  lost  four  years  of  the  five-year  building 
program  are  the  agency's  current  estimate  of  mid 
and  do  not  represent  a  program  approved  by  the  ad- 
ministration. 

CORRECTIONS 

Department  of  Corrections 

Five-Year  Program 
(In  Thousands) 
1970-71       1971-72      1972-73      1973-7.',       197  ',-7.7         Total 
$1,270         $4,687         $1,072         $1,295  $350         $S.(i24 

Three  major  construction  projects  are  included  in 
this  budgt  for  1970-71  in  addition  to  numerous  minor 
projects.  A  portion  of  the  old  cotton  textile  mill  at 
San  Quentin  will  be  converted  to  a  laundry  and  a 
second  appropriation  will  be  added  to  a  prior  appro- 
priation to  remodel  San  Quentin 's  sewage  treatment 
process  as  prescribed  by  the  state  water  pollution 
control  board.  Part  one  of  a  two-part  project  will 
provide  the  initial  replacement  of  the  boiler  plant  at 
Folsom. 

Projects  proposed  in  future  years  include  the  2nd 
and  3rd  phase  of  barracks  replacement  at  the  Insti- 
tution for  Men,  an  education,  library,  chapel  complex 
at  Folsom  and  an  administration  building  also  at 
Folsom.  Minor  projects  will  provide  necessary  alter- 
ations and  improvements  to  the  physical  plant  in 
keeping  with  the  existing  program  of  the  several  in- 
stitutions. 

The  projects  in  the  1971-72  to  1974-75  fiscal  years 
are  subject  to  additional  policy  determination  by  the 
administration. 

Youth  Authority 

Five-Year  Program 
(In  Thousands) 
1970-71       1971-72      1972-73      1973-71,      1971,-75         Total 
$1,3*0       $11,658         $1,881  $769  $339         $16,027 

The  proposed  expenditure  program  for  the  budget 
and  ensuing  four  fiscal  years  totals  $16,030,305.  Ma- 
jor expnditures  during  this  period  include  the  fund- 
ing of  the  Medical-Psychiatric  Institution  at  the 
Southern  California  Youth  Center,  equipment  for  the 
Older  Boys  Reception  Center,  renovation  of  the  hos- 
pital at  Fred  C.  Nelles  School  and  smaller  additions 
and  remodeling  in  keeping  with  the  program  at  the 
respective  institutions.  The  projects  in  the  1971-72 
to  1974-75  fiscal  years  are  subject  to  additional  pol- 
icy determination  by  the  administration.  In  the  budget 
year  provision  is  made  for  an  Industrial  Arts  Shop 
and  the  remodeling  and  expansion  of  the  Auto  In- 
struction  Shop   at   Paso   Robles   School.   At   Preston 
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School  four  projects  are  proposed  to  replace  worn  out 
and  hazardous  utility  systems. 

Minor  projects  included  in  the  total  capital  expendi- 
tures will  provide  necessary  alterations  and  improve- 
ments to  the  physical  plants  of  the  several  institutions. 

OFFICE  BUILDINGS  AND  RELATED  FACILITIES 

General  Administration 

Five-Year  Program 
(In  Thousands) 
1970-71      1971-72      1972-73      197 3-7. !,      1971,-75         Total 
$1,551         $7,781         $1,350  $750         $7,350        $18,782 

The  Capital  Outlay  program  for  the  Department 
of  General  Services  provides  funds  for  projects  cur- 
rently under  construction  with  a  limited  amount  pro- 
vided for  required  alterations  and  minor  projects. 

Vehicle  Regulation 

Five-Year  Program 
(In  Thousands) 
1970-71       1971-72      1972-73      1973-7J,      1971,-75         Total 
$5,765         $4,790         $2,800         $2,698         $2,780         $1N,843 

The  1970-71  Capital  Outlav  Budget  for  the  Depart- 
ment of  the  California  Highway  Patrol  totals  $2,229.- 
914.  Major  items  include  funds  for  construction  of  a 
portion  of  the  new  Highway  Patrol  Academy  and  for 
a  new  field  office  in  Los  Angeles.  Funds  are  also  pro- 
vided for  the  purchase  of  field  office  facilities  in  San 
Diego  and  Los  Banos. 

The  Department  of  Motor  Vehicles  will  require 
$3,535,330  for  major  and  minor  capital  outlay  needs 
in  1970-71.  New  field  offices  will  be  constructed  in  Sac- 
ramento, Westminster,  Whittier,  Anaheim,  and  Sali- 
nas. The  budget  also  provides  site  acquisition  money 
for  a  new  office   in   Hawthorne. 

Air  Pollution  Control 

The  1970-71  budget  of  the  Air  Resources  Board 
provides  $1,575,627  from  the  Motor  Vehicle  Fund  for 
constructing  and  equipping  a  new  air  resources  labora- 
tory to  be  used  for  motor  vehicle  pollution  control 
testing  and  development  work.  The  new  laboratory 
will  be  located  in  El  Monte. 

Parks  and  Recreation 

Five-Year  Program 
(In  Thousands) 
1970-71      1971-72      1972-73      1973-71,      1971,-75         Total 
$1,183       $34,728       $25,392       $21,165       $11,012        $96,480 

The  ever-expanding  population  and  increasing  lei- 
sure time  in  California  results  in  a  constantly  growing 
demand  for  recreational  outlets.  To  meet  this  demand 
the  state,  through  the  Department  of  Parks  and  Recre- 
ation, carries  on  a  constant  planning  effort  which 
culminates  in  the  identification  and  development  of 
specific  projects. 

The  basic  parameters  which  determine  the  projects 
to  be  included  in  the  development  program  are :  the 
demand  for  facilities,  the  existing  facility  supply,  the 
ability  of  each  park  unit  to  meet  the  demand  for 
facility  development,  the  estimated  cost  of  develop- 
ment of  each  unit,  the  planning  requirements  of  each 
project,  the  effect  of  construction  by  other  agencies, 
the  cost  of  operating  the  proposed  facilities,  the  an- 


ticipated level  of  funding  available  and  the  depart- 
ment 's  development  policy. 

The  State  Beach,  Park,  Recreational  and  Historical 
Facilities  Bond  Act  of  1964  has  provided  funds  to 
meet  a  major  portion  of  the  need  for  recreational 
facilities.  The  1970-71  fiscal  year  budget,  however, 
does  not  include  any  projects  to  be  funded  from  the 
State  Beach,  Park,  Recreational  and  Historical  Fa- 
cilities Fund.  This  is  due  to  past  inability  to  sell  bonds 
and  the  backlog  of  authorized  projects.  Funds  are, 
however,  included  to  continue  the  planning  effort. 

Of  the  $4  million  requested  in  the  1970-71  fiscal 
year,  funds  are  provided  for  overnight  camping  and 
day  use  facilities  at  San  Clemente  State  Beach,  sani- 
tary facilities  at  Silverwood  Lake,  working  drawings 
for  recreational  facilities  at  Cuyamaca  Raneho  State 
Park,  maintenance  at  Hearst  San  Simeon  State  His- 
toric Monument,  various  minor  capital  outlay  projects 
throughout  the  state  and  for  repayment  of  funds  to 
the  Department  of  Water  Resources  for  recreation 
work  accomplished  in  conjunction  with  the  State  Wa- 
ter Project. 

The  projects  in  the  1971-72  to  1974-75  fiscal  years 
are  subject  to  additional  policy  determination  by  the 
administration. 

Department  of  Conservation — Division  of  Forestry 

Five-Year  Program 
(In  Thousands) 
1970-71      1971-72      1972-73      1973-71,      1971,-75         Total 
$645  $645  $645  $645  $645  $3,225 

The  Division  of  Forestry  operates  232  forest  fire 
stations,  77  look  outs,  13  primary  air  attack  stations 
and  14  secondary  air  attack  stations.  It  also  maintains 
29  ranger  unit  headquarters,  6  district  headquarters 
and  33  conservation  camps.  The  1970-71  Budget  pro- 
poses a  total  of  $170,893  for  one  major  construction 
project  and  land  acquisition  for  five  forest  fire  sta- 
tions. The  budget  also  includes  $474,107  for  various 
minor  projects  required  by  the  Division  of  Forestry's 
field  activities. 

Wildlife  Conservation 

Five-Year  Program 

(In  Thousands) 

1970-71      1971-72      1972-73      1973-71,      1971,-75         Total 

w  $750     $750     $750     $750     $750    $3,750 

!•'   231      987    1,200    1,770     895     5,083 


$1,737         $1,950 
\Y=Wild]ife  Conservation  Bo;trd. 
F=Fish  anil  Game. 


$2,520    $1,645 


$8,833 


The  total  proposed  1970-71  capital  outlay  expendi- 
ture for  the  Wildlife  Conservation  Program  is  $981.- 
000.  This  program  for  the  protection,  propagation,  and 
management  of  the  state's  fish  and  wildlife  resources 
is  administered  by  the  Department  of  Fish  and  Game 
and  the  Wildlife  Conservation  Board.  Proposed  ex- 
penditures of  $231,000  in  the  budget  year  for  the  De- 
partment of  Fish  and  Game  are  for  minor  projects 
including  construction  of  fish  screens,  various  fish 
hatchery  improvements,  and  the  relocation  and  ex- 
pansion of  the  Newell  Creek  Fish  Planting  Base. 

The  Wildlife  Conservation  Board  proposes  to  spend 
$750,000  in  1970-71  for  continuation  of  the  program 
of  providing  new  hunting  and  fishing  access,  game 
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and  fish  habitat,  development,  and  fish  hatchery  stock- 
ing projects. 

The  five-year  program  proposes  expenditures  of  $8,- 
833,000  to  continue  replacements  of  patrol  boats, 
office  facilities,  and  additional  fish  hatchery  facilities 
related  to  the  fish  and  wildlife  enhancement  program 
of  the  Department  of  Fish  and  Game,  and  the  Wild- 
life Conservation  Board. 

Navigation  and  Ocean  Development 

Five-Year  Program 
(In  Thousands) 
1910-11      1911-12      1912-13      1913-11,      1914-15         Total 
$518  $500  $500  $500  $500  $2,518 

One  of  the  recreational  needs  which  relates  to  the 
ever-expanding  population  and  the  increasing  leisure 
time  in  California  is  that  of  boating  facilities.  This 
need  can  be  measured  by  the  growing  boat  population 
and  the  increasing  use  of  our  water  resources  at  lo- 
cations where  boating  facilities  now  exist.  The  devel- 
opment program  of  the  department  has,  in  the  past, 
been  primarily  accomplished  through  assistance  to 
other  governmental  entities.  The  1970-71  fiscal  year 
budget  includes  funds  for  the  development  of  facilities 
through  capital  outlay  as  well  as  assistance.  This  ap- 
proach represents  the  shifting  of  capital  outlay  re- 
sponsibility for  planning  and  development  of  boating 
facilities  from  the  Department  of  Parks  and  Recrea- 
tion  to  the  Department  of  Navigation  and  Ocean  De- 
velopment as  provided  in  the  Governor's  Reorganiza- 
tion Plan  No.  2  of  1969.  The  1970-71  fiscal  year 
includes  funding  for  boating  and  parking  facilities  at 
Castaic  Reservoir,  boating  facilities  at  Silverwood 
Lake,  acquisition  for  development  of  three  Mokelumne 
River  islands,  minor  projects  at  Oroville  Reservoir 
and  San  Luis  Reservoir  and  for  repayment  of  funds 
to  the  Department  of  Water  Resources  for  boating 
facility  work  accomplished  in  conjunction  with  the 
State  Water  Project.  Projected  requirements  reflect 
only  the  continuation  of  the  funding  level  previously 
available  to  the  Department  of  Parks  and  Recreation 
under  provisions  of  Section  85.2  of  the  Harbors  and 
Navigation  Code. 

MISCELLANEOUS 

District  Fair  Construction 

Included  in  this  budget  is  a  total  of  $1,191,700  for 
construction  of  facilities  for  district  agricultural  asso- 
ciations. The  detail  of  these  projects  will  be  found  in 
the  budget  supplement  containing  the  budgets  of 
the  individual  fair. 

Department  of  Water  Resources 
California  Water  Facilities 

Five-Year  Program 
(In  Thousands) 
1910-11      1911-12      1912-18      1913-14     1914-15         Total 
$321,279     $192,516     $162,340     $150,206     $142,374     $968,715 

As  the  State  Water  Project  enters  its  ninth  year  of 
construction,  work  under  contract  or  completed  repre- 


sents approximately  90  percent  of  the  total  project. 
The  Oroville  Dam  embankment,  the  keystone  of  the 
entire  project,  -was  completed  in  November  1967  and 
is  currently  storing  water  towards  its  ultimate  3,500,- 
000  acre-feet  capacity.  A  contract  has  been  executed 
with  three  private  utilities  for  the  sale  of  power  to  be 
generated  at  the  Oroville  and  Thermalito  power 
plants.  $16,150,000  will  be  paid  annually  by  the  util- 
ity companies  to  the  state. 

The  State  Water  Project  expenditures  will  reflect 
a  gradual  lowering  in  the  level  of  expenditures  as  fa- 
cilities are  completed  and  the  project  reaches  opera- 
tional capability. 

Major  construction  emphasis  during  1970-71  will 
continue  to  be  located  in  the  Tehachapi  Mountains 
and  southern  California.  Land  acquisition  activity 
will  also  be  concentrated  in  the  southern  half  of  the 
state. 

Flood  Control-Reclamation  Board  Services 

Five-Year  Program 
(In  Thousands) 
1910-11      1911-12     1912-13      1913-14      1914-15         Total 
$1,120        $3,500        $3,500        $3,500        $5,000        $16,620 

The  Reclamation  Board  was  created  in  1911  with 
regional  responsibility  of  controlling  floodwaters  of 
the  Sacramento-San  Joaquin  River  systems.  In  1957 
the  Legislature  placed  the  board  in  the  Department  of 
Water  Resources  but  authorized  it  to  retain  its  inde- 
pendent responsibilities  and  jurisdiction.  The  board 
is  part  of  the  Resources  Agency.  It  consists  of  seven 
members  appointed  by  the  Governor. 

During  1969-70  most  of  the  Reclamation  Board 
staff  and  project  activities  were  transferred  to  the 
Department  of  Water  Resources  pursuant  to  Item 
276.5  of  the  1969  Budget  Act.  This  consolidation  was 
for  the  purpose  of  developing  a  statewide  flood  con- 
trol program.  Policy  responsibilities  of  the  board  were 
continued  and  administrative  personnel  continue  to 
serve  the  board. 

The  major  activities  of  the  board  are  the  acquisition 
of  lands,  easements  and  rights-of-way  necessary  for 
construction  of  U.S.  Army  Corps  of  Engineers  major 
flood  control  projects,  design  and  construction  of 
necessary  relocations  of  roads,  bridges  and  utilities 
required  by  construction,  and  the  provision  of  other 
necessary  assurances  required  for  the  project.  In  any 
project  in  which  the  board  gives  assurance  to  the 
United  States  before  funds  are  expended,  a  public 
agency,  other  than  the  board,  must  assume  the  project 
maintenance  obligation  and  provide  hold-harmless  as- 
surances to  the  United  States  regarding  damages  re- 
sulting from  construction ;  or,  by  binding  agreement 
with  the  board,  agree  to  assume  such  obligations  and 
hold  the  state  and  the  Reclamation  Board  harmless 
from  such  claims. 

In  addition  the  board  controls  encroachment  con- 
struction in  the  project  floodways  and  exercises  re- 
sponsibility for  flood  plain  management  within  its 
jurisdiction. 
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Methods  of  Financing 

The  sources  from  which  the  capital  outlay  budget 
is  funded  are  described  below : 

1.  Current  revenues  and  any  accumulated  balances 
in  governmental  cost  funds.  These  are  moneys 
collected  in  the  form  of  taxes,  license  and  permit 
fees,  interest  on  investments,  and  similar  items 
of  income. 

2.  The  proceeds  from  the  sale  of  general  obligation 
bonds  which  bonds  are  secured  by  the  ' '  full  faith 
and  credit"  of  the  state.  Outstanding  bonds  of 
this  kind  are  (a)  State  Construction  Program 
bonds,  and  (b)  State  Beach,  Park,  Recreational, 
and  Historical  Facilities  bonds.  The  repayment 
of  principal  and  interest  on  such  indebtedness 
constitutes  a  preferred  claim  on  the  financial  re- 
sources of  the  state.  Within  this  classification 
falls  a  special  category  referred  to  as  "self- 
liquidating"  bonds.  Bonds  in  this  category  are 
the  California  Water  Resources  development 
bonds.  In  the  case  of  this  special  grouping,  such 
bonds  although  legally  possessed  by  the  charac- 
teristics of  general  obligation  bonds  are  serviced 
from  the  revenues  produced  by  the  ventures  or 
projects  financed  in  this  manner. 

•3.  Revenue  bonds  are  those  that  are  secured  solely 
by  the  income  derived  from  the  use  or  operation 
of  the  facilities  funded  by  this  method. 


4.  Trust  certificates  represent  a  form  of  capital 
financing  which  makes  use  of  the  large  balances 
accumulated  in  trust  accounts  or  funds  of  the 
state.  Because  such  funds  are  dedicated  to  meet 
future  obligations,  sound  fiscal  management  dic- 
tates the  investment  of  the  currently  unneeded 
cash  in  these  accounts  and  funds.  One  way  of  in- 
vesting these  moneys  is  by  the  purchase  of  trust 
certificates  issued  by  the  state  for  the  construc- 
tion of  general  purpose  office  buildings. 

5.  Nonstate  funds  such  as  endowments,  grants,  and 
certain  other  funds  as  payments  of  overhead 
charges  on  research  projects  conducted  by  the 
University  represent  yet  another  source  of  capi- 
tal financing. 

To  provide  a  complete  and  comprehensive  picture 
of  the  state's  capital  outlay  program  all  proposed 
projects  are  included  in  the  capital  budget  regardless 
of  the  source  of  financing. 

Following  the  generally  accepted  principles  of  gov- 
ernmental accounting,  however,  only  expenditures 
from  governmental  cost  funds  are  included  in  the 
budget  totals.  Expenditures  from  bond  proceeds  and 
other  forms  of  borrowing  are  excluded — such  expendi- 
tures are  reported  as  expenditures  of  the  fiscal  years 
in  which  the  payments  on  principal  and  interest  are 
made. 
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Schedule  2 — Capital  Outlay 

COMPARATIVE   STATEMENT   OF   EXPENDITURES  OF   FEDERAL   AID   GRANTED   TO   THE   STATE   OF 
CALIFORNIA   FOR   THE   FISCAL   YEARS   1968-69,    1969-70,   AND    1970-71 


Function 

Page 
refer- 
ence 

Actual 
1968-69 

Estimated 
1969-70 

Estimated 
1970-71 

STATE  BUILDING  PROGRAM 
Hiohkr  Education: 

84 

88 
159 

$11,579,999 

9,070,346 
5,265,020 

$3,457,740 

41.042,884 
5,000,000 

$3,583,000 

State  Colleges: 

Trustees  of  the  California  State  Colleges 

1,700,000 

Totals,  Higher  Education. 

$25,915,365 

-$343,493 
1,050 

$49,500,624 
-$389,379 

$5,283,000 
-$389,379 

Health  and  Welfare: 

Department  of  Human  Resources  Development: 

Recovery  of  Capital  Expenditures  through  rent 

160 
177 

Department  of  Rehabilitation: 

Orientation  Center  for  the  Blind 

Totals,  Health  and  Welfare 

-$342,443 

$16,500 
■(1,232,526) 

$5,528 

-$389,379 

$8,000 
"(1,767,000) 

-$389,379 

$25,750 
■(1,953  000) 

Military  Affairs: 
Military  Department: 

177 
177 

185 

Facilities  for  maintenance  and  care  of  federal  equipment , 

Resources: 

Department  of  Conservation: 

$25,594,950 
(•1,232,526) 

$430,477,764 

$49,119,245 
("1,767,000) 

$415,025,644 

$4,919,371 
(  "1,953,000) 

8334,036,000 

STATE  HIGHWAY  PROGRAM 

T  RANSPO  RTATION : 

Department  of  Public  Works: 

207 

286 
289 

WILDLIFE  CONSERVATION  PROGRAM 

Wildlife  Conservation  Board: 
Mojave  River  Wildlife  Area 
Anadromous  Fish  Act: 

$900,000 

$175,671 

$1,000,000 

300,000 

$175,671 

$1,251,498 
7,410,658 

$1,000,000 

$1,451,000 
3,870,480 

$1,200,000 

CALIFORNIA  WATER  FACILITIES  PROGRAM 
Department  of  Water  Resources 

308 
309 

$1,500,000 

1,334,316 

Totals,  California  Water  Facilities  Program ,. 

$8,662,156 

$5,321,480 

$2,834,316 

TOTALS,  CAPITAL  OUTLAY  (Federal  funds)*-.. 

S464,910,541 

$470,466,369 

$342,989,687 

■(1,232,526) 

■(1,767,000) 

■(1,953,000) 

*  Federal  funds  not  reported  in  detail  budget  schedules  and  not  summarized  in  the  Reconciliation  with  Appropriations. 
b  Federal  funds  are  not  included  in  overall  budget  totals. 
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